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INQUIRY INTO THE NATURE AND CAUSES 

OF THE 

WEALTH OF NATIONS. 



BOOK I. 
CHAPTER XI. 

Of the Rent of Land. 



Rent, considered as the price paid for the use of 
land, is naturally the highest which the tenant can 
afford to pay in the actual circumstances of the land. 
In adjusting the terms of the lease, the landlord en- 
deavours to leave him no greater share of the pro- 
duce than what is sufficient to keep up the stock 
from which he furnishes the seed, pays the labour, 
and purchases and maintains the cattle, and other 
instruments of husbandry, together with the ordinary 
profits of farming stock in the neighbourhood. This 
is evidently the smallest share with which the tenant 
can content himself without being a loser, and the 
landlord seldom means to leave him any more. 
Whatever part of the produce, or, what is the same 
thing, whatever part of its price, is over and above 

VOL. II. B 



2 RENT OF LAND. [BOOK I. 

this share, he naturally endeavours to reserve to him- 
self as the rent of his land, which is evidently the 
highest the tenant can afford to pay in the actual 
circumstances of the land. Sometimes, indeed, the 
liberality, more frequently the ignorance, of the 
landlord, makes him accept of somewhat less than 
this portion ; and sometimes too, though more rarely, 
the ignorance of the tenant makes him undertake 
to pay somewhat more, or to content himself with 
somewhat less than the ordinary profits of farming 
stock in the neighbourhood. This portion, however, 
may still be considered as the natural rent of land, 
or the rent for which it is naturally meant that land 
should for the most part be let. 

The rent of land, it may be thought, is frequently 
no more than a reasonabler profit or interest for the 
stock laid out by the landlord upon its improvement. 
This, no doubt, may be partly the case upon some 
occasions ; for it can scarce ever be more than partly 
the case. The landlord demands a rent even for 
unimproved land, and the supposed mterest or profit 
upon the expense of improvement is generally an 
addition to this original rent. Those improvements, 
besides, are not always made by the stock of the 
landlord, but sometimes by that of the tenant. 
When the lease comes to be renewedi however, the 
landlord commonly demands the same augmentation 
of rent, as if they had been all made by his own. 

He sometimes demands rent for what is altogether 
incapable of human improvement. Kelp is a species 
of sea-weed| which, when burnt, yields an alkaline 
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salt, useful for making glass, soap, and for several 
other purposes. It grows in several parts of Great 
Britain, particularly in Scotland, upon such rocks 
only as lie within the high water mark, which are 
twice every day covered with the sea^ and of which 
the produce, therefore, was never augmented hy 
human industry. The landlord, however, whose 
estate is bounded by a kelp shore of this kind, de* 
mands a rent for it as much as for his corn-fields. 
. The sea in the neighbourhood of the islands of 
Shetland is more than commonly abundant in fish, 
which make a great part of the subsistence of their 
inhabitants. But in order to profit by the produce 
of the water, they must have a habitation upon the 
neighbouring land. The rent of the landlord is in 
proportion, not to what the farmer can make by the 
land, but to what he can make both by the land and 
by the water. It is partly paid in sea-^fish ; and one 
of the very few instances in which rent makes a part 
of the price of that commodity is to be found in that 
country. 

The rent of land, therefore, considered as the 
price paid for the use of the land, is naturally a 
monopoly price. It is not at all proportioned to 
what the landlord may have laid out upon the im* 
provement of the land, or to what he can afford to 
take ; but to what the farmer can afibrd to give. 

Such parts only of the produce of land can com* 

monly be brought to market of which the ordinary 

price is sufficient to replace the stock which must 

be employed in bringing tbem thither, together with 
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4 RENT OP LAND. [bOOK I. 

its ordinary profits. If the ordinary price is more 
than this, the surphis part of it will naturally go to 
the rent of the land. If it is not more, though the 
commodity may be brought to market, it can afford 
no rent to the landlord. Whether the price is, or is 
not more, depends upon the demand. 

There are some parts of the produce of land for 
which the demand must always be such as to afford 
a greater price than what is sufficient so bring them 
to market ; and there are othprs for which it either 
may or may not be such as to afford this greater 
price. The former must always afford a rent to the 
landlord. The latter sometimes may, and sometimes 
may not, according to difTerent circumstances. 

Rent, it is to be observed, therefore, enters into 
the composition of the price of commodities in a dif- 
ferent way from wages and profit. High or low 
wages and profit are the causes of high or low price ; 
high or low rent is the effect of it. It is because 
high or low wages and profit must be paid, in order 
to bring a particular commodity to market, that its 
price is high or low. But it is because its price is 
high or low ; a great deal more, or very little more, 
or no more, than what is sufficient to . pay those 
wages a'nd profit, that it affords a high rent, or a low 
rent, or no rent at all. 

The particular consideration, first, of those parts 
of the produce of land which always afford some 
rent ; secondly, of those which sometimes may and 
sometimes may not afford rent ; and, thirdly, of the 
variations which,' in the different periods of improve- 
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menty naturally take place in the relative value of 
those two diflferent sorts of rude produce, when com- 
pared both with one another and with manufactured 
commodities, will divide this chapter into three parts. 



PART I. 

Of the Produce of Land which always affords Rent. 

Aa men» like all other animals, naturally multiply 
in proportion to the means of their subsistence, food 
is always, more or less, in demand. It can always 
purchase or command a greater or smaller quantity 
of labour, and somebody can always be found who 
is willing to do something in order to obtain it. The 
quantity of labour, indeed, which it can purchase, 
pot always equal to what it could maintain, if mar 
naged in the most economical manner, on account 
of the high wages which are sometimes given to 
labour. But it can always purchase such a quan- 
tity of labour as it can maintain, according to the 
rate at which that sort of labour is commonly vfiBm* 
tained in the neighbourhood. 

But land, in almost any situation, produces a 
greater quantity of food than what is sufficient to 
maintain all the labour necessary for bringing it to 
market, in the most liberal way in which that labour 
is ever maintained. The surplus too is always more 
than sufficient to replace the stock which employed 
that labour, together with its profits. Something, 

b3 



6 &ENT OF LAND. [bOOK. I. 

therefore, always remains 'for a rent to the land- 
lord. 

The most desert moors in Norway and Scotland 
produce some sort of pasture for cattle, .of which the 
milk and the increase are always more than suffi- 
cient, not only to maintain all the labour necessary 
for tending them, .and to pay the ordinary profit to 
the farmer or owner of the herd or flock; but to 
afford some small rent to the landlord. The rent 
increases in proportion to the goodness of the pas- 
ture. The same extent of ground not only main- 
tains a greater number of cattle, but as they* are. 
brought within a smaller, compass, less labour be- 
comes requisite to tend . them, and to collect their 
produce. The landlord gains both ways ; by the 
incre^tse of the produce, and by the diminution of 
the. labour which must be maintained out of it. 
. The rent of land not only varies with its fertility^ 
whatever be its produce, but with is situation, what- 
ever be its fertility. Land in the neighbourhood of 
a. town gives a greater rent than land equally fertile 
in a distant part of the country. Though it may 
cost no more labour to cultivate the one than the 
other, it must always cost more to bring the produce 
of the distant land to market. A greater quantity 
of labour, therefore, must be maintained out of it^ 
and the surplus, from which are drawn both the 
profit of the farmer and the rent of the landlord, 
must be diminished. But in remote parts of the 
country the rate of profits, as has already been 
shown, is generally higher than in the neighbour^ 
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hood of a large town. A smaller proportion of this 
diminished surplus, therefore, must helong to the 
landlord. 

Good roads, canals, and navigable rivers, by di- 
minishing the expense of carriage, put the remote 
parts of the country more nearly upon a level with 
those in the neighbourhood of the town. They are 
iipon that account the greatest of all improvements. 
They encourage the cultivation of the remote, which 
must always be the most extensive circle of the 
country. They are advantageous to the town, by 
breaking down the monopoly of the country in its 
neighbourhood. They are advantageous even to that 
part of the country. Though they introduce some 
rival commodities into the old market, they open 
many new markets to its produce. Monopoly, be- 
sides, is a great enemy to good management, which 
can never be universally established but in conse- 
quence oJT that free and universal competition which 
forces everybody to have recourse to it for the sake 
of self-defence. It is not more than fifty years ago, 
that some of the counties in the neighbourhood of 
London petitioned the parliament against the exten- 
sion of the turnpike- roads into tbie remoter counties.' 
Those remoter counties, they pretended, froni the 
cheapness of labour, would be able to sell their grass 
and com cheaper in the London market than them- 
selves, and would thereby reduce their rents, and 
ruin their cultivation. Their rents, however, have 
risen, and their cultivation has been improved since 
that timer 
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A corn field of moderate fertility produces a much 
greater quantity of food for man, than the best pas- 
ture of equal extent. Though its cultivation re*- 
quires much more labour^ yet the surplus which 
remains after replacing the seed and maintaining all 
that labour, is likewise much greater. If a pound of 
butcher's meat therefore was never supposed to be 
worth more than a pound of bread, this greater sur- 
plus would every where be of greater value, and con- 
stitute a greater fund both for the profit of the 
farmer and the rent of the landlord. It seems to 
have done so universally in the rude beginnings of 
agriculture. 

But the relative values of those two different 
species of food, bread and butcher's meat, are very 
different in the different periods of agriculture. In 
its rude beginnings^ the unimproved wilds, which 
then occupy the far greater part of the country, 
are all abandoned to cattle. There is more butcher's 
meat than bread, and bre^, therefore, is the food for 
which there js the greatest competition, and which 
consequently brings the greatest price. At Buenos 
Ayres, we are told by UUoa, four reals, one^and- 
twenty pence halfpenny sterling, was, forty or fifty 
years ago, the ordinary price of an ox, chosen from 
a herd of two or three hundred. He says nothing 
of the price of bread, probably because he found no^ 
thing remarkable about it. An ox there, he says, 
costs little more than the labour of catching him* 
But com can no where be raised without a great deal 
of labour, and in a country which lies upon the river 
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Plate, at that time the direct road from Europe to 
the silver mines of Potosi, the money price of lahour 
could hot he very cheap. It is otherwise when cul- 
tivation is extended over the greater part of the 
country. There is then more bread than butcher's 
meat. The competition changes its direction, and 
the price of butcher's meat becomes greater than 
the price of bread*. 

By . the extension besides of cultivation, the un- 
improved wilds become insufficient to supply the 
demand for butcher's meat. A great part of the 
cultivated lands must be employed in rearing and 
fattening cattle, of which the price, therefore, must 
be sufficient to pay, not only the labour necessary 
for tending them, but the rent which the landlord 
and the profit which the farmer could have drawn 
from such land employed in tillage. The cattle 
bred upon the most uncultivated moors, when 
brought to the same market, are, in proportion to 
their weight or goodness, sold at the same price as 
those which are reared upon the most improved 
land. The proprietors of those moors profit by it, 
and raise the rent of their land in proportion to the 

* Referring to the Note on the first chaptet of this Book, 
It appears that the high price of agricultural produce, in some 
countries where land is very cheap, is owing, not to dearness, 
but to scarcity of labour ; the produce being small in proportion 
to the capital and labour employed (notwithstanding that only 
the most fertile land ia cultivated) because where land is 
very cheap, and slavery not established, both capital and 
labour are usually' divided into fractions as numerous as the 
cultivators. — E. 
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price of their cattle. It is not more than a century 
ago that in many parts of the highlands of Scotland, 
butcher's meat was as cheap or cheaper than even 
bread made of oatmeal. The union opened the mar- 
ket of England to the highland cattle. Their ordi* 
nary price is at present about three times greater 
than at the beginning of the century, and the rents 
of many highland estates have been tripled and 
quadrupled in the same time. In almost every part 
of Great Britain a pound of the best butcher's meat 
ist in the present times, generally worth more than 
two pounds of the best white bread ; and in plen- 
tiful years it is sometimes worth three or four 
pounds. 

It is thus that, in the progress of improvement, 
the rent and profit of unimproved pasture eome to 
be regulated in some measure by the rent and profit 
of what is improved, and these again by the rent and 
profit of corn. Corn is an annual crop. Butcher's 
meati a crop which requires four or five years to 
grow. As an acre of land, therefore, will produce 
a much smaller quantity of the one species of food 
than of the other, the inferiority of the quantity 
must be compensated by the superiority of the price. 
If it was more than compensated, more corn land 
would be turned into pasture ; and- if it was not 
compensated, part of what was in pasture would be 
brought back into com. 

This equality, however, between the rent and 
profit of grass and those of corn ; of the land of 
which the immediate produce is food for cattle, and 
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of that of which the immediate produee is food for 
menj must be understood to take place only through 
the greater part of the improved lands of a great 
country.- In some particular local situations it is 
quite otherwise, and the rent and profit of grass are 
much superior to what can be made by com. 

Thus in the neighbourhood of a great town, the 
demand for milk and for forage to horses, frequently 
contribute, together with the high price of butcher's 
meat, to raise the value of grass above what may be 
called its natural proportion to that of corn. This 
local advantage, it is evident, cannot be communis 
tated to the lands at a distance. 

Particular circumstances have sometimes rendered 
some countries so populous, that the whole territory, 
like the lands in the neighbourhood of a great town, 
has not been sufficient to produce both the grass and 
the corn necessary for the subsistence of their inha* 
bitants. Their lands, therefore, have been prin*- 
cipally employed in the production of grass, the 
more bulky commodity, and which cannot be so 
easily brought from a great distance ; and corn, the 
food of the great body of the people, has been chiefly 
imported from foreign countries. Holland is at 
present in this situation, and a considerable part of 
ancient Italy seems to have been so during the pros* 
perity of the Romans. To feed well, old Cato said, 
as we are told by Cicero, was the first and most pro- 
fitable thing in the management of a private estate : 
to feed tolerably well, the second ; and to feed ill^ 
the third. To plough> he ranked only in the fourth 
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place of profit and advantage*. Tillage, indeed, 
in that part of ancient Italy which lay in the neigh- 
bourhood, of Rome, must have been very much dis- 
couraged by the , distributions of corn which were 
frequently made to the people, either .gratuitously, 
or at a very low price. This corn was brought from 
the conquered provinces, of which several, instead 
of taxes, were obliged to furnish a tenth part of their 
produce at a stated price, about sixpence a peck, to 
the republic. The low price at which this com was 
distributed to the people, must necessarily have 
sunk the price of what could be brought to the Ro- 
man market from Latium, or the ancient territory of 
Rome, and must have discouraged its cultivation in 
that country. 

In an open country too, of which the principal 
produce is corn, a well-enclosed piece of grass will 
frequently rent higher than any corn-field in its 
neighbourhood. It is convenient for the main- 
tenance of the cattle employed in the cultivation of 
the corn, and its high rent is, in . this case, not so 
properly paid from the value of its own produce, as 
from that of the corn lands which are cultivated by 
means of it. It is likely to fall, if ever the neigh- 
^bouring lands are completely enclosed. The present 
high rent of enclosed land in Scotland seems owing 

* Such) perhaps, would, be the opinion of farmers in this 
country, if, by means of importing very cheap com, the de- 
mand for all the products of land, exclusive of com, should 
oome to exceed the present demand for corn and all the other 
produGtt of land.— £• 



CHAP* XX.] mXMT OF ]:iA)II>« IS 

to the scarcity of enclosure, and will probably last 
no longer than that scarcity. The advantage of 
enclosure is greater for pasture than for com. It 
saves the labour of guarding the cattle, which feed 
better too when they are not liable to be disturbed 
by their keeper or his dog. 

But where there is no local advantage of this kind, 
the rent and profit of corn, or whatever else is the 
common vegetable food of the people, must natu- 
rally regulate, upon the land which is fit for pro^ 
ducingit, the rent and profit of pasture. 

The use of the artificial grasses, of turnips, car-* 
rots, cabbages, and the other expedients which have 
been fallen upon to make an equal quantity of land 
feed a greater number of cattle than when in natural 
grass, should somewhat reduce, it might be expected, 
the superiority which, in an improved country, the 
price of butcher's meat naturally has over that of 
bread. It seems accordingly to have done so ; and 
there is some reason for believing that, at least in 
the London market, the price of butcher's meat, in 
proportion to the price of bread, is a good deal lower 
in the present times than it was in the beginning of 
the last century. 

In the appendix to the life of Prince Henry, 
Doctor Birch has given us an account of the prices 
of butcher's meat as commonly paid by that prince. 
It is there said, that the four quarters of an ox 
weighing six hundred pounds, usually cost him 
nine pounds ten shillings, or thereabouts ; that is, 
thirty-one shillings and eight-pence per hundred 

c 



14 leSKI? bV LAKD. . [UOOK I. 

pounds weight. Prince Henry died on the 6th 
of November, 1612, in the nineteenth year of his 
age. 

In March, 1764, there was a parliamentary in- 
quiry into the causes of the high price of provisions 
at that time. It was then, among other proof to the 
same purpose, given in evidence by a Virginia mer- 
chant, that in March, 1763, he had victualled his 
ships for twenty-four or twenty-five shillings the 
hundred weight of beef, which he considered as the 
ordinary price ; whereas, in that dear year, he had 
paid twenty-seven shillings for the same weight and 
sort. This high price in 1764 is, however, four 
shillings and eight-pence cheaper than the ordinary 
price paid by prince Henry ; and it is the best beef 
only, it must be observed, which is fit to be salted 
for those distant voyages. 

The price paid by prince Henry amounts to S^d, 
per pound weight of the whole carcase, coarse and 
choice pieces taken together ; and at that rate the 
choice pieces could not have been sold by retail for 
less than 4^(1. or bd, the pound. 

In the parliamentary inquiry in 1764, the wit- 
nesses stated the price of the choice pieces of the 
best beef to be to the consumer 4rf. and 4Jrf. the 
pound ; and the coarse pieces in general to be from 
seven farthings to 2id, and 2f d. ; and this they said 
was in general one halfpenny dearer than the same 
sort of pieces had usually been sold in the month of 
March. But even this high price is still a good 
deal cheaper than what we can well suppose the 
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ordiaary retail priee to have been in the time of 
prince Henry. 

During the twelve first years of the last century^ 
the average price of the best wheat at the Windsor 
inarket was 1/. Ss* S^d^ the quarter of nine Win- 
chester bushels* 

But in the twelve years preceding 1764, including 
that year, the average price of the same measure of 
the best wheat at the same market was 21. U. 9^4. 

In the twelve first years of the last century, there- 
fore, wheat appears to have been a good deal cheaper, 
and butcher's meat a good deal dearer, than in the 
twelve years preceding 1764, including that year. 

In all great countries the greater part of the cul- 
tivated lands are employed in producing either food 
for men or food for cattle. The rent and profit of 
these regulate the rent and profit of all other culti- 
vated land. If any particular produce afforded 
less, the land would soon be turned into corn or pas- 
ture ^ and if any afforded more, some parts of the 
lands in com or pasture would soon be turned to 
that produce. 

Those productions, indeed, which require either a 
greater original expense of improvement, or a greater 
annual expense of cultivation, in order to fit the 
land for them, appear commonly to afibrd, the one a 
greater rent, the other a greater profit, than corn or 
pasture. This superiority, however, will seldom be 
found to amount to more than a reasonable interest 
or compensation for this superior expense. 

In a hop garden^ a fruit garden^ a kitchen gar- 

c2 
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den, both the rent of the landlord, and the profit of 
the farmer, are generally greater than in a corn or 
grass field. But to bring the ground into this con- 
dition requires more expense. Hence a greater rent 
becomes due to the landlord. It requires too a 
more attentive and skilful management. Hence a 
greater profit becomes due to the farmer. The crop 
too, at least in the hop and fruit garden, is more 
precarious. Its price, therefore, besides compen- 
sating all occasional losses, must afford something 
like the profit of insurance. The circumstances of 
gardeners, generally mean, and always moderate, 
may satisfy us that their great ingenuity is not com* 
monly over-recompensed. Their delightful art is 
practised by so many rich people for amusement, 
that little advantage is to be made by those who 
practise it for profit; because the persons who should 
naturally be their best customers, supply themselves 
with all their most precious productions. 

The advantage which the landlord derives from 
such improvements seems at no time to have been 
greater than what was sufficient to compensate the 
original expense of making them. In the ancient 
husbandry, after the vineyard, a well- watered kitchen 
garden seems to have been the part of the farm 
which was supposed to yield the most valuable pro^ 
duce. But Democritus, who wrote upon husbandry 
about two thousand years ago, and who was re- 
garded by the ancients as one of the fathers of the 
art, thought they did not act wisely who enclosed a 
kitchen garden. The profit, he said, would not 
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compensate the expense of a stone wall ; and bricks 
(be nieant, I suppose, bricks baked in the sun) 
mouldered with the rain, and the winter stomi, and 
required continual repairs. Columella, who reports 
this judgement of Democritus, does not controvert it, 
but proposes, a very frugal method of enclosing with 
a hedge of brambles and briars, which, he says, he 
had found by experience to be both ^ lasting and an 
impenetrable fence ; but which, it seems, was not 
commonly known in the time of Democritus. Pal- 
ladi us adopts the opinion of. Columella, which had 
before been recommended by Varro, In the judgr 
ment of those ancient improvers, the produce of a 
kitchen garden had, it seems, been little more than 
sufficient to pay the extraordinary culture and the 
expense of watering ; for. in countries so near the 
sun, it was thought proper, in those tiroes as in the 
present, to have the coqamand of a stream of water* 
which could be conducted to every bed in the gar^ 
den. Through the greater part of Europe, akitohen 
garden is not at present supposed to deserve a better 
enclosure than that recommended by Columella, 
In Great Britain, and some other northern countries, 
the finer fruits cannot be brought to perfection but 
by the assistance of a wall. Their price, therefore, 
in such countries must be sufficient to pay the .ex-* 
pense of building and maintaining what they can** 
not be had without. The fruit-wall frequently 
surrounds the kitchen garden, which thus enjoys the 
benefit of an enclosure which its own produce could 
seldom pay for, 

c 3 
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That the vineyard, when properly planted and 
brought to perfection, was the most valuable part of 
the farm, seems to have been an undoubted maxim 
in the ancient agriculture, as it is in the modem 
through all the wine countries. But whether it was 
advantageous to plant a new vineyard, was a matter 
of dispute among the ancient Italian husbandmen, 
as we learn from Columella. He decides, like a true 
lover of all curious cultivation, in favour of the 
vineyard, and endeavours to show, by a comparison 
of the profit and expense, that it was a most advan- 
tageous improvement. Such comparisons, however, 
between the profit and expense of new projects, are 
commonly very fallacious ; and in nothing more so 
than in agriculture. Had the gain actually made 
by such plantations been commonly as great as he 
imagined it might have been, there could have been 
no dispute about it. The same point is frequently 
at this day a matter of controversy in the wine 
countries. Their writers on agriculture, indeed, the 
lovers and promoters of high cultivation, seem gene- 
rally disposed to decide with Columella in favour of 
the vineyard. In France, the anxiety of the pro- 
prietors of the old vineyards to prevent the planting 
of any new ones, seems to favour their opinion, and 
to indicate a consciousness in those who must have 
the experience, that this species of cultivation is at 
present in that country more profitable than any 
other. It seems at the same time, however, to indi- 
cate another opinion, that this superior profit can 
last no longer than tb$ Ipws which at present restrain 
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the free cultivation of the vine. In 1731, they oh* 
tained an order of council, prohibiting both the 
planting of new vineyards, and the renewal of those 
old ones, of which the -cultivation had been inter*> 
rupted for two years, without a particular permission 
from the king, to be granted only in consequence of 
an information from the intendant of the province, 
certifying that he had examined the land, and that 
it was incapable of any other culture. The pretence 
of this order was the scarcity of com and pasture, 
and the super-abundance of wine. But had this 
super-abundance been real, it would, without any 
order of council, have effectually prevented the plan- 
tation of new vineyards, by reducing the profits of 
this species of cultivation below their natural pro- 
portion to those of corn and pasture. With regard 
to the supposed scarcity of corn occasioned by the 
multiplication of vineyards, com is nowhere in 
France more carefully cultivated than in the wine 
provinces, where the land is fit for producing it : as 
in Burgundy, Guienne, and the Upper Languedoc. 
The numerous hands employed in the one species of 
cultivation necessarily encourage the other, by af** 
fording a ready market for its^ produce. To dimi- 
nish the number of those who are capable of paying 
for it, is surely a most unpromising expedient for 
encouraging the cultivation of corn. It is like the 
policy which would promote agriculture by discou- 
raging manufactures. 

The rent and profit of those productions, therefore, 
if|)J9b )[<equue either a greater original expense of 
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improvemeut in order id fit the land for theni« or 9 
greater annual expense of cultivation, though often 
much superior to those of corn and pasture, yet 
^hen they do no more than compensate such extras 
ordinary expense, are in reality regulated by the 
rent and profit of those common crops. 

It sometimes happens, indeed, that the quantity 
of land which can be fitted for some particular pro 
duce, is too small to supply the effectual demand. 
The whole produce can be disposed of to those whq 
are willing to give somewhat more than what is 
sufficient to pay the whole rent, wages and profit^ 
necessary for raising and bringing it to market, acn 
cprding to their natural rates, or according to the 
rates at which they are paid in the greater part qf 
other cultivated land. The surplus part of the price 
which remains after defraying the whole expense, of 
improvement and cultivation, may commonly, in thia 
case, and in this case only, bear no regular propor* 
tion to the like surplus in com or pasture, but may 
exceed it in almost any degree; and the greater 
part of this excess naturally goes to the rent of the 
landlord. 

The usual and natural proportion, for example, 
between the rent atnd profit of. wine, and those of 
corn and pasture, qiust be understood to take place 
only with regard to those vineyards which produce 
nothing but good common wine, such as can be 
raised almost anywhere, upon any light, gravelly, or 
sandy soil, and which has nothing to recommend it 
but its strength and wholesomeness. (t is with such 
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vineyards only that the common land of the country 
can be brought into competition ; for with those of 
a peculiar quality it is evident that it cannot. 

The vine is more affected by the difference of 
soils than any other fruit-tree. From some it de- 
rives a flavour which no culture or management can 
equal, it is supposed, upon any other. This flavour, 
real or imaginary, is sometimes peculiar to the pro* 
duce of a few vineyards; sometimes it extends 
through the greater part of a small district, and 
sometimes through a considerable part of a larg^ 
province. The whole quantity of such wines that is 
brought to market falls short of the effectual demand, 
or the demand of those who would be willing to pay the 
whole rent, profit and wages necessary for preparing 
and bringing them thither, according to the ordinary 
rate, or according to the rate at which they are paid in 
common vineyards. The whole quantity, therefore, 
can be disposed of to those who are willing topay more, 
which necessarily raises the price above that of com- 
mon wine. The difference is greater or less, ac- 
cording as the fashionableness and scarcity of the 
wine render the competition of the buyers more or 
less eager. Whatever it be, the greater part of it 
goes to the rent of the landlord. For though such 
vineyards are in general more carefully cultivated 
than most others, the high price of the wine seems 
to be, not so much the effect, as the cause of this 
careful cultivation. In so valuable a produce the 
loss occasioned by negligence is so great as to force 
even the modt careless to attention. A small part 



of this hi^b price, therefore, is sufficient to pay the 
wages of the extraordinary labour bestowed upon 
their cultivation, and the profits of the extraordinary 
(took which puts that labour into motion. 

The sugar colonies possessed by the European 
nations in the West Indies, may be compared to 
those precious vineyards. Their whole produce 
falls short of the effectual demand of Europe, and 
can be disposed of to those who are willing to give 
more than what is sufficient to pay the whole rent, 
profit and wages necessary for preparing and brings 
ing it to market, according to the rate at which they 
aJ*je commonly paid b^ any other produce. In 
Cochin China th^ finest white sugar generally sella 
for three piastres the quintal, about thirteen shil* 
lings and sixpence of our money, as we are told by 
M. Poivre*, a very careful observer of the agricul« 
ture of that country. What is there called the 
quintal weighs from a hundred and fifty to two 
hundred Paris pounds, or a hundred and seventy-five 
Paris pounds at a medium, which reduces the price 
of the hundred weight English to about eight shil- 
lings sterling, not a fourth part of what is commonly 
paid for the brown or muskavada sugars imported 
from our colonies, and not a sixth part of what is 
paid for the finest white sugar. The greater part of 
the cultivated lands in Cochin China are employed 
in producing corn and rice, the food of the great 
body of the people. The respective prices of corUf 

♦ Voyages d*un Philosophe. — A« 
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rice, and sttgar) are there pirobaUy in the natural 
l^roporticni) or in that which naturally takes place in 
the diffei«nt crops of the ^eater part of cultivated 
land, and which recompenses the landlord and far- 
mer, as nearly as can be computed, according to 
what is visually the original expense of improvement 
and the annual expense of cultivation. But in our 
sugar colonies the price of sugar bears no such pro- 
portion to that of the produce of a rice or com field 
either in Europe or America. It is commonly said, 
that a sugar planter expects that the rum and the 
molasses should defray the whole expense of his 
cultivation, and that his sugar should be all clear 
profit. If this be true, for I pretend not to affirm 
it, it is as if a corn farmer expected to defray the 
expense of his cultivation with the chaff and the 
straw, and that the grain should be all clear profit. 
We see frequently societies of merchants in London 
and other trading towns, purchase waste lands in 
our sijgar colonies, which they expect to improve 
and cultivate with profit by means of factors and 
agents ; notwithstanding the great distance and the 
uncertain returns, from the defective administration 
df justice in those countries. Nobody will attempt 
to improve and cultivate in the same manner the 
most fertile lands of Scotland, Ireland, or the corn 
provinces of North America, though from the more 
exact administration of justice in these countries, 
more regular returns might be expected. 

In Virginia and Maryland the cultivation of to- 
bacco is preferred, as most profitable to that of 
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com. Tobacco might be cultiyated with advantage 
through the greater part of Europe ; but in almost 
every part of Europe it has become a principal sub* 
ject of taxation, and to collect a' tax from every 
different farm in the country where this plant might 
happen to be cultivated, would be more difficult, it 
has been supposed, than to levy one upon its impor- 
tation at the custom-house. The , cultivation of 
tobacco has upon this account been most absurdly 
prohibited through the greater part of Europe, 
which necessarily gives a sort of monopoly to the 
countries where it is allowed ; and as Virginia and 
Maryland produce the greatest quantity of it, they 
share largely, though with some competitors, in the 
advantage of this monopoly. The cultivation of 
tobacco, however, seems not to be so advantageous 
as that of sugar. I have never even heard of any 
tobacco plantation that was improved and cultivated 
by the capital of merchants who resided in Great 
Britain, and our tobacco colonies send us home no 
such wealthy planters as we see frequently arrive 
from our sugar islands. Though from the prefer* 
ence given in those colonies to the cultivation of 
tobacco above that of com, it would appear that the 
effectual demand of Europe for tobacco is not com- 
pletely supplied, it probably is more nearly so than 
that for sugar; and though the present price of to- 
bacco is probably more than sufficient to pay the 
whole rent, wages, and profit necessary for preparing 
and bringing it to market, according to the rate at 
which they are commonly paid in corn land ; it must 
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not be so mtich more as the present price of sugar. 
Our tobacco planters, accordingly, have shown the 
same fear of the super-abundance of tobacco, which 
the proprietors of the old vineyards in France have 
of the super-abundance of wine. By act of assem- 
bly th^y have restrained its cultivation to six thou- 
sand plants, supposed to yield a thousand weight of 
tobacco, for every negro between sixteen and sixty 
years of age. Such a negro, over and above this 
quantity of tobacco, can manage, they reckon, four 
acres of Indian com. To prevent the market from 
being overstocked too, they have sometimes, in plen- 
tiful years, we are told by Dr. Douglas*, (I suspect 
he has been ill informed,) burnt a certain quantity 
of tobacco for every negro, in the same manner as 
the Dutch are said to do of spices. If such violent 
methods are necessary to keep up the present price 
of tobacco, the superior advantage of its culture 
over that of com, if it still has any, will not pro- 
bably be of long continuance.- 

It is in this manner that the rent of the cultivated 
land, of which the produce is human food, regulates 
the rent of the greater part of other cultivated land. 
No particular produce can long afford less, because 
the land would immediately be turned to another 
use ; and ' if any particular produce commonly 
affords more, it is because the quantity of land 
which can be fitted for it is too small to supply the 
effectual demand. 

* DoiigWs Summaryi vol. ii., p. d!J2, 373.— A. 

D 
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In Europe com is the principal produce of land 
which serves immediately for human food. Except 
in particular situations, therefore, the rent of corn 
land regulates in Europe that of all other cultivated 
land. Britain need envy neither the vineyards of 
France nor the olive plantations of Italy. Except 
in particular situations, the value of these is regu- 
lated by that of corn, in which the fertility of 
Britain is not much inferior to that of either of those 
two countries. 

If in any country the common and favourite ve- 
getable food of the people should be drawn from a 
plant of which the most common land, with the 
same or nearly the same culture, produced a much 
greater quantity than the most fertile does of corn^ 
the rent of the landlord, or the surplus quantity of 
food which would remain to him, after paying the 
labour and replacing the stock of the farmer, to- 
gether with its ordinary profits, would necessarily be 
much greater. Whatever was the rate at which la- 
bour was commonly maintained in that country, 
this greater surplus could always maintain a greater 
quantity of it, and consequently enable the landlord to 
purchase or command a greater quantity of it. The 
real value of his rent, his real power and authority, 
his command of the necessaries and conveniencies 
of life with which the labour of other people could 
supply him, would necessarily be much greater. 

A rice field produces a much greater quantity of 
food than the most fertile corn field. Two crops in 
the year from thirty to sixty bushels each, are said 
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to be the ordluary produce of an acre. Though its 
cultivation^ therefore, requires more labour, a much 
greater surplus remains after maintaining all that 
labour. In those rice countries, therefore, where 
jrice is the common and favourite vegetable food of 
the people, and where the cultivators are chiefly 
maintained with it, a greater share of this greater 
surplus should belong to the landlord than in com 
countries. In Carolina, where the planters, as 
other British colonies, are generally both farmers 
and landlords, and where rent consequently is con- 
founded with profit, the cultivation of rice is found 
to be more profitable than that of corn, though 
their fields produce only one crop in the year, and 
thought from the prevalence of the customs of Eu- 
rope, rice is not there the common and favourite 
vegetable food of the people. 

A good rice field is a bog at all seasons, and at 
one season a bog covered with water. It is unfit 
either for corn, or pasture, or vineyard, or, indeed, 
for any other vegetable produce that is very useful 
to men : and the lands which are fit for those pur- 
poses, are not fit for rice. Even in the rice counr 
tries, therefore, the rent of rice-lands cannot regu- 
late the rent of the other cultivated land which can 
never be turned to that produce. 

The food produced by a field of potatoes is not 
inferior in quantity to that produced by a field 
of rice, and much superior to what is produced by 
a field of wheat. Twelve thousand weight of po- 
tatoes from an acre of land is not a greater produce 

d2 
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than two thousand weight of wheat. The food or 
solid nourishment, indeed, which can he drawn from 
each of those two plants, is not altogether in pro- 
portion to their weight, on account of the watery 
nature of potatoes. Allowing, however, half the 
weight of this root to go to water, a very large al- 
lowance, such an acre of potatoes will still produce 
six thousand weight of solid nourishment, three 
times the quantity produced hy the acre of wheat. 
An acre of potatoes is cultivated with less expense 
than an acre of wheat ; the fallow, which generally 
precedes the sowing of wheat, more than compen* 
sating the hoeing and other extraordinary culture 
which is always given to potatoes. Should this 
root ever become in any part of Europe, like rice in 
some rice countries, the common and favourite ve- 
getable fbod of the people, so as to occupy the same 
proportion of the lands in tillage which wheat and 
other sorts of grain for human food do at present, 
the same quantity of cultivated land would maintain 
a much greater number of people, and the labourers 
being generally fed with potatoes, a greater surplus 
would remain after replacing all the stock, and 
maintaining all the labour employed in cultivation^ 
A greater share of this surplus too would belong to 
the landlord. Population would increase, and rents 
would rise much beyond what they are at present. 

The land which is fit for potatoes, is fit for almost 
every other useful vegetable. If they occupied the 
same proportion of cultivated land which com does 
at present, they would regulate^ in the same man-* 
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ner^ the rent of the greater part of other cultivated 
laiid. 

In some parts of Lancashire, it is pretended, I 
^are been told, that bread of oatmeal is a heartier 
food for labouring people than wheateu bread, and 
I have frequently heard the same doctrine held in 
Scotland. I am, however, somewhat doubtful of 
the truth of it. The common people in Scotland, 
who are fed with oatmeal, are in general neither so 
ktrong nor so handsome as the tame rank of people 
in England, who are fed with wheaten bread. They 
neither work so well, nor look so well ; and as ther^ 
is not the same difference between the people of 
fashion in the two countries, experience would seem 
to shew, that the food of the common people in 
Scotland is not so suitable to the hufnan coQstitu«r 
tiou as that of their neighbours of the same rank in 
' England. But it seems to be otherwise with po? 
tatoes. The chairmen, porters, and coal-heavers in 
Ijondon, and those unfortunate women who live by 
prostitution, the strongest men and the most beau* 
tiful women perhaps in the British dominiofis^ are 
said to be, the greti,ter part of them, from the lowest 
rank of people in Ireland, who are generally fed 
with this ropt. No food cap afford a more decisive 
proof of ite nourishing quality, or of its being pecu- 
liarly suitable to the health of the human consti^^ 
tution. 

It is difficult to preserve potatoes through the 
year, and impossible tp store them like corn, for two 

Of three j^rs together* The fear of uot being able 

d3 



so RENT OF LAND. [bOOK I. 

to sell them before they rot, discourages their cut* 
tivation, and is, perhaps, the chief obstacle to their 
ever becoming in any great country, like l^read, the 
principal vegetable food of all the different ranks of 
the people. 



PART II. 

Of the Produce of Land which sometimes does, and 
sometimes does noty afford Rent. 

Human food seems to be the only produce of land 
which always and necessarily affords some rent to 
the landlord. Other sorts of produce sometimes 
may and sometimes may not, according to different 
circumstances. 

After food, clothing and lodging are the two great 
wants of mankind. 

Land in its original rude state can afford the ma- 
terials of clothing and lodging to a much greater 
number of people than it can feed. In its improved 
state it can sometimes feed a greater number of 
people than it can supply with those materials ; at 
least in the way in which they require them, and are 
willing to pay for them. In the one state, there- 
fore, there is always a super-abundance of those 
materials, which are frequently, upon that account, 
of little or no value. In the other there is oHen 
a scarcity, which necessarily augments their value. 
In the one state, a great part of them is thrown away 
as useless, and the price of what is used is consi* 
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dered as equal only to the labour and expense of 
fitting it for use, and can, therefore, afford no rent 
to the lai|dlord. In the other they are all made use 
of, and there is frequently a demand for more than 
can be had. Somebody is always willing to give 
more for every part of them than what is sufficient 
to pay the expense of bringing them to market. 
Their price, therefore, can always afford some rent 
to the landlord. 

The skins of the larger animals were the original 
materials of clothing. Among nations of hunters 
and shepherds, therefore, whose food consists chieflY 
in the flesh of those animals, every man, by provid- 
ing himself with food, provides himself with the 
materials of more clothing than he can wear. If 
there was no foreign commerce, the greater part of 
them would be thrown away as things of no value. 
This was probably the case among the hunting na- 
tions of North America, before their country was 
discovered by the Europeans, with whom they now 
exchange their surplus peltry, for blankets, fire- 
arms, and brandy, which gives it some value. In 
the present commercial state of the known world, 
the most barbarous nations, I believe, among whom 
land property is established, have some foreign com- 
merce of this kind, and find among their wealthier 
neighbours such a demand for all the materials of 
clothing, which their land produces, and which can 
neither be wrought up nor consumed at home, as 
raises their price above what it costs to send fhem 
ip those wealthier neighbours. It affords, therefore, 
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«ome rent to the landlord. When the greater part 
of the highland cattle were consumed on their own 
bills, the exportation of their hides made the most 
considerable article of the commerce of that coun- 
try, and what they were exchanged for afforded some 
addition to the rent of the highland estates* The 
wool of England, which in old times could neither 
be consumed nor wrought up at home, found a 
market in the then wealthier and more industrious 
country of Flanders, and its price afforded some- 
thing to the rent of the land which produced it. In 
countries not better cultivated than England was 
then, or than the Highlands of Scotland are now, 
and which had no foreigpi commerce, the materials 
of clothing would evidently be so super-abundant^ 
that a great part of them would be thrown away as 
useless, and no part could afford any rent to the 
landlord. 

The materials of lodging cannot always be trans* 
ported to so great a distance as those of clothing, 
and do not so readily become an object of foreign 
coAimerce. When they are super-abundant in the 
country which produces them, it frequently happent> 
even in the present commercial state of the world/ 
that they are of no value to the landlord. A good 
stone quarry in the neighbourhood of London would 
afford a considerable rent. In many parts of Scot- 
land and Wales it affords none. Barren timber for 
building is of great value in a populous and well- 
cultivated country, and the land which produceid it 
affords a considerable .rent. But in many parts of 
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North America the landlord would be much obliged 
to any body who would carry away the greater part 
of his large trees. In some parts of the Highlands 
of Scotland the bark is the only part of the wood 
which, for want of roads and water-carriage, can be 
sent to market. The timber is left to rot upon the 
ground. When the materials of lodging are so su- 
per-abundant, the part made use of is worth only 
the labour and expense of fitting it for that use. It 
affords no rent to the landlord, who generally grants 
the use of it to whoever takes the trouble of asking 
it. The demand of wealthier nations, however, 
sometimes enables him to get a rent for it. The 
paving of the streets of London has enabled the 
owners of some barren rocks on the coast of Scot- 
land to draw a rent from what never afforded any 
before. The woods of Norway and of the coasts of 
the Baltic find a market in many parts of Great 
Britain which they could not find at home, and 
thereby afford some rent to their proprietors. 

Countries are populous, not in proportion to the 
number of people whom their produce can clothe 
and lodge, but in proportion to that of those whom 
it can feed. When food is provided, it is easy to 
find the necessary clothing and lodging. But 
though these are at hand, it may often be difficult 
to find food. In some parts of the British domi- 
nions what is called A House, may be built by one 
day's labour of one man. The simplest species of 
clothing, the skins of animals, require somewhat 
more labour to dress and prepare them for use. 
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They do not, however^ require a great deal. Among 
savage or barbarous nations a hundredth or little 
more than the hundredth part of the labour of the 
whole year, will be sufficient to provide them with 
such clothing and lodging as satisfy the greater 
part of the people. All the other ninety-nine parts 
are frequently no more than enough to provide them 
with food. 

But when by the improvement and cultivation of 
land the labour of one family can provide food for 
two, the labour of half the society becomes sufficient 
to provide food for the whole. The other half, 
therefore, or at least the greater part of them, can 
be employed in providing other things, or in satis* 
fying the other wants and fancies of mankind* 
Clothing and lodging, household furniture, and 
what is called Equipage, are the principal objects of 
the gp*eater part of those wants ^nd fancies. The 
rich man consumes no more food than his poor 
neighbour. In quality it may be very different, and 
to select and prepare it may require more labour and 
art ; but in quantity it is very nearly the same. But 
compare the spacious palace and great wardrobe of 
the one, with the hovel and the few rags of the 
other, and you will be sensible that the difference 
between their clothing, lodging, and household fuiv 
niture, is almost as great in quantity as it is in 
quality. The desire of food is limited in every man 
by the narrow capacity of the human stomach ; but 
the desire of the conveniencies and ornaments of 
l)uilding, dress, equipage, »nd household furniture^ 
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seems to Have no limit or certain boundary. Those, 
therefore, who have the command of more food than 
they themselves can consume, are always willing 
to exchange the surplus, or, what is the same thing, 
the price of it, for gratifications of this other kind. 
What is over and above satisfying the limited de- 
sire, is given for the amusement of those desires 
which cannot be satisfied, but seem to be altogether 
endless. The poor, in order to obtain food, exert 
themselves to gpratify those fancies of the rich, and 
to obtain it more certainly, they vie with one 
another in the cheapness and perfection of their 
work. The number of workmen increases with the 
increasing quantity of food, or with the growing im- 
provement and cultivation of the lands ; and as the 
nature of their business admits of the utmost sub« 
divisions of labour [employment], the quantity of 
materials which they can work up, increases in a 
much greater proportion than their numbers. Hence 
arises a demand for every sort of material which 
human invention can employ, either usefully or or- 
namentally, in building, dress, equipage, or house- 
hold furniture ; for the fossils and minerals contained 
in the bowels of the earth, the precious metals, and 
the precious stones. 

Food is in this manner, not only the original 
source of rent, but every other part of the produce 
of land which afterwards affords rent, derives that 
part of its value from the improvement of the powers 
of labour in producing food by means of the im- 
provement and cultivation of land. 



36 RENT OF XAND. * [bOOK I. 

Those other parts of the produce of land,howeYer» 
which afterwards afford rent, do not afford it always. 
Even in improved and cultivated countries the de- 
mand for them is not always such as to afford a 
fi^reater price than what is sufficient to pay the la- 
bour, and replace, together with its ordinary profits, 
the stock which must be employed in bringing them 
to market. Whether it is or is not such, depends 
upon different circumstances. 

Whether a coal-mine, for example, can afford any 
rent, depends partly upon its fertility, and partly 
upon its situation. 

A mine of any kind may be said to be either fer- 
tile or barren, according as the quantity of mineral 
which can be brought from it by a certain quantity 
of labour, is greater or less than what can be 
brought by an equal quantity from the greater part 
of other mines of the same kind. 

Some coal-mines, advantageously situated, can* 
not be wrought on account of their barrenness. The 
produce does not pay the expense. They can afford 
neither profit nor rent. 

There are some of which the produce is barely 
sufficient to pay the labour, and replace, together with 
its ordinary profits, the stock employed in working 
them. They afford some profit to the undertaker 
of the work, but no rent to the landlord. They can 
be wrought advantageously by nobody but the land- 
lord, who being himself the undertaker of the work, 
gets the ordinary profit of the capital which he em- 
ploys in it. Many coal-mines in Scotland are 
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wrought in this manner, and can be wrought in no 
other; The landlord will allow nobody else to work 
them without paying some rent, and nobody can 
afford to pay any. 

Other coal-mines in the same country, sufficiently 
fertile, cannot be wrought on account of their situa- 
tion. A quantity of mineral, sufficient to defray the 
expense of working, could be brought from the mine 
by the ordinary, or even less than the ordinary 
quantity of labour : but in an inland country, thinly 
inhabited, and without either good roads or water- 
carriage, this quantity could not be sold. 

Coals are a less agreeable fuel than wood : they 
are said to be less wholesome. The expense of 
coals, therefore, at the place where they are con- 
sumed, must generally be somewhat less than that 
of wood. 

The price of wood again varies with the state of 
agriculture, nearly in the same manner, and exactly 
for the same reason, as the price of cattle. In its 
rude beginnings the greater part of every country 
is covered with wood, which is then a mere incum- 
brance of no value to the landlord, who would 
gladly give it to anybody for the cutting. As agricul- 
ture advances, the woods are partly cleared by the pro- 
gress of tillage, and partly go to decay in consequence 
of the increased number of cattle. These, though 
they do not increase in the same proportion as com, 
which is altogether the acquisition of human indus- 
try; yet multiply under the care and protection of 
men ; who store up in the season of plenty what 
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may maintain them in that of scarcity^ who through 
the whole year furnish them with a greater quantity 
of food than uncultivated nature provides for them, 
and who, by* destroying and extirpating their ene- 
mies, secure them in the free enjoyment of all that 
she provides. Numerous herds of cattle, when 
allowed to wander through the woods, though they 
do not destroy the old trees, hinder any young ones 
from coming iip, so that in the course of a century 
or two the whole forest goes to ruin. The scarcity 
of wood then raises its price. It affords a good 
rent, and the landlord sometimes iinds that he can 
scarce employ his best lands more advantageously 
than in growing barren timber, of which the great** 
ness of the profit often compensates the lateness of 
the returns. This seems in the present times to be 
nearly the state of things in several parts of Great 
Britain, where the profit of planting is found to be 
equal to that of either com or pasture. The ad- 
vantage which the landlord derives from planting 
can nowhere exceed, at least for any considerable 
time, the rent which these could afford him ; and in 
an inland country which is highly cultivated, it will 
frequently not fall much short of this rent. Upon the 
sea-coast of a well-improved country, indeed, if coals 
can conveniently be had for fuel, it may sometimes 
be cheaper to bring barren timber for building from 
less cultivated foreign countries, than to raise it at 
home. In the new town of Edinburgh, built within 
these few years, there is not, perhaps, a single stick 
of Scotch 'timber. 
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Whatever may be the price of wood, if that of 
eoaU is such that the expense of a coal-fire is nearly 
equal to that of a wood one, we may be assured, that 
at that place, and in these circumstances, the price 
of coals is as high as it can be. It seems to be so 
in some of the inland parts of England, particularly 
in Oxfordshire, where it is usual, even in the fires 
of the common people, to mix coals and wood to- 
gether, and where the difference in the expense of 
those two sorts of fuel cannot, therefore, be very 
great. 

Coals, in the coal countries, are everywhere much 
below this highest price. If they were not, they 
could not bear the expense of a distant carriage, 
either by land or by water. A small quantity only 
could be sold, and the coal masters and coal pro* 
prietors find it more for their interest to sell a great 
quantity at a price somewhat above the lowest, than 
a small quantity at the highest. The most fertile 
coal-mine, too, regulates the price of coals at all 
the other mines in its neighbourhood. Both the 
proprietor, and the undertaker of the work find, the 
one that he can g^t a greater rent, the other that he 
can get a greater profit, by somewhat underselling 
all their neighbours. Their neighbours are soon 
obliged to sell at the same price, though they cannot 
80 well afibrd it, and though it always diminishes, 
and sometimes takes away altogether, both their 
rent and their profit. Some works are abandoned 
altogether; others can afford no rent, and can bef 
wrought only by the proprietor. 

e2 



40 ' EENT OF LA.ND. [bOOK 1. 

The lowest price at which coals can be sold for 
any considerable time, is, like that of all other com- 
modities, the price which is barely sufficient to re- 
place, together with its ordinary profits, the stock 
which must be employed in bringing them to mar- 
ket. At a coal-mine for which the landlord can get 
no rent, but which he must either work himself or 
let it alone altogether, . the price of coals must gene- 
rally be nearly about this price. 

Rent, even where coals afford one, has generally 
a smaller share in their price than in that of most 
other parts of the rude produce of land. The rent 
of an estate above ground commonly amounts to 
what is supposed to be a third of the gross produce ; 
and it is generally a rent certain and independent 
of the occasional variations in the crop. In coal- 
mines a fifth of the gross produce is a very great 
rent ; a tenth the common rent, and it is seldom a 
rent certain, but depends upon the occasional varia- 
tions in the produce. These are so great, that in a 
country where thirty years' purchase is considered 
as a moderate price for the property of a landed 
estate, ten years' purchase is regarded as a good 
price for that of a coal-mine. 

The value of a coal-mine to' the proprietor fre- 
quently depends as much upon its situation as upon 
its fertility. That of a metallic mine depends more 
upon its fertility, and less upon its situation. The 
coarse, and still more the precious metals, when 
separated from the ore, are so valuable, that they can 
generally bear the expense of a very long land, and 
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of the most distant sea carriage. Their market is 
not confined to the countries in the neighbourhood 
of the mine, but extends to the whole world. The 
copper of Japan makes an article of commerce in 
Europe; the iron of Spain in that of Chili and 
Peru. The silver of Peru finds its way, not only to 
Europe, but from Europe to China. 

The price of coals in Westmoreland or Shropshire 
can have little effect on their price at Newcastle; 
and their price in the Lionnois can have none at 
all. The productions of such distant coal-mines 
can never be brought into competition with one an- 
other. But the productions of the most distant 
metallic mines frequently may, and in fact com-* 
monly are. The price, therefore, of the coarse, and 
still more that of the precious metals, at the most 
fertile mines in the world, must necessarily more or 
less aflect their price at every other in it. The price 
of copper in Japan must have some influence upon 
its price at the copper mines in Europe. The price 
of silver in Peru, or the quantity either of labour or 
of other goods which it will purchase there, must 
have some influence on its price, not only at the 
silver mines of Europe, but at those of China. 
After the discovery of the mines of Peru, the silver 
mines of Europe were, the greater part of them, 
abandoned. The value of silver was so much re- 
duced, that their produce could no longer pay the 
expense of working them, or replace, with a profit, 
the food, clothes, lodging, and other necessaries 
which were consumed in that operation. This was 
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the case too with the mines of Cuba and St. Do* 
mingo, and even with the ancient mines of Peru, 
after the discovery of those of Potosi. 

The price of every metal at every mine, therefore, 
being regulated in some measure by its price at the 
most fertile mine in the world that is actually 
wrought, it can at the greater part of mines do very 
little more than pay the expense of working, and can 
seldom afford a very high rent to the landlord. 
Rent, accordingly, seems at the greater part of 
mines to have but a small share in the price of 
the coarse, and a still smaller in that of the precious 
metals. Labour and profit make up the greater 
part of both. 

A sixth part of the gross produce may be reckoned 
the average rent of the tin mines of Cornwall, the 
most fertile that are known in the world, as we are 
told by the Rev. Mr. Borlace, vice-warden of the 
stannaries. Some, he says, afford more, and some 
do not afford so much. A sixth part of the gross 
produce is the rent too of several very fertile lead 
mines in Scotland. 

In the silver mines of Peru, we are told by Frezier 
and UUoa, the proprietor frequently exacts no other 
acknowledgment from the undertaker of the mine, 
but that he will grind the ore at his mill, paying 
him the ordinary mulcture or price of grinding. Till 
1736, indeed, the tax of the King of Spain amounted 
to one-fifih of the standard silver, which till then 
might be considered as the real rent of the greater 
part of the silver mines of Peru, th^ richest whi^h 
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have been known in the world. If there had been 
no tax, this fifth would naturally have belonged to 
the landlord, and many mines might have been 
wrought which could not then be wrought, because 
they could not afford this tax. The tax of the Duke 
of Cornwall upon tin is supposed to amount to more 
than five .per cent., or one-twentieth part of the 
value; and whatever may be his proportion, it 
would naturally too belong to the proprietor of the 
mine, if tin was duty free. But if you add one- 
twentieth to one-sixth, you will find that the whole 
average rent of the tin mines of Cornwall was, to the 
whole average rent of the silver mines of Peru, as 
thirteen to twelve. But the silver mines of Peru 
are not now able to pay even this low rent, and the 
tax upon silver was, in 1736, reduced from one-fifth 
to one-tenth. Even this tax upon silver too gives 
more temptation to smuggling than the tax of one- 
twentieth upon tin ; and smuggling must be much 
easier in the precious than in the bulky commodity. 
The tax of the King of Spain accordingly is said to 
be very ill paid, and that of the Duke of Corn- 
wall very well. Rent, therefore, it is probable, 
makes a greater part of the price of tin at the most 
fertile tin mines, than it does of silver at the most 
fertile silver mines in the world. After replacing 
the stock employed in working those different mines, 
together with its ordinary profits, the residue which 
remains to the proprietor, is greater it. seems in the 
coarse, than in the precious metal, 

^^^ith^r are the profits of the undertakers of silver 
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mines commonly very great in Peru. The same 
most respectable and well informed authors acquaint 
us, that when any person undertakes to work a new 
mine in Peru, he is universally looked upon as a 
man destined to bankruptcy and ruin, and is upon 
that account shunned and avoided by every body. 
Mining, it seems, is considered there in the same 
light as here, as a lottery, in which the prizes do not 
compensate the blanks, though the greatness of some 
tempts many adventurers to throw away their foN 
tunes in such unprosperous projects. 

As the sovereign, however, derives a considerable 
part of bis revenue from the produce of silver mines, 
the law in Peru gives every possible encouragement 
to the discovery and working of new ones. Who* 
ever discovers a new mine, is entitled to measure ofP 
two hundred and forty-six feet in length, according 
to what he supposes to be the direction of the vein, 
and half as much in breadth. He becomes pro* 
prietor of this portion of the mine, and can work it 
without paying any acknowledgment to the landlord. 
The interest of the Duke of Cornwall has given oc- 
casion to a regulation nearly of the same kind in 
that ancient duchy. In waste and uninclosed lands 
any person who discovers a tin mine, may mark 
out its limits to a certain extent, which is called 
bounding a mine. The bounder becomes the real 
proprietor of the mine, and may either work it him- 
self, or give it in lease to another, without the con- 
sent of the owner .of the land, to whom, however, » 
very small acknowledgment must be paid upon 
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working it. In both regulations the sacred rights 
of private property are sacrificed to the supposed in- 
terests of public revenue. 

The same encouragement is given in Peru to the 
discovery and working of new gold mines ; and in 
gold the king's tax amounts only to a twentieth part 
of the standard metal. It was once a fifth, and 
afterwards a tenth, as in silver; but it was found 
that the work could not bear even the lowest of these 
two taxes. If it is rare, however, say the same 
authors, Frezier and Ulloa, to find a person who has 
made his fortune by a silver, it is still much rarer to 
find one who has done so by a gold mine. This 
twentieth part seems to be the whole rent which is 
paid by the greater part of the gold mines of Chili 
and Peru. Gold too is much more liable to be 
smuggled than even silver ; not only on account of 
the superior value of the metal in proportion to its 
bulk, but on account, of the peculiar way in which 
nature produces it. Silver is very seldom found vir- 
gin, but, like most other metals, is generally mineral- 
ized with some other body, from which it is impos- 
sible to separate it in such quantities as will pay for 
the expense, but by a very laborious and tedious 
operation, which cannot well be carried on but in 
workhouses erected for the purpose, and therefore 
exposed to the inspection of the king's officers. Gold, 
on the contrary, is almost always found virgin. It 
is sometimes found in pieces of some bulk ; and even 
when mixed in. small and almost insensible particles 
with sand, earthy and other extraneous bodies, it can 



46 ABNT OF LAND.. [bOOK X* 

be separated &am them by a very short and simple 
operation, which can be carried on in any private 
house by any body who is possessed of a small quan- 
tity of mercury. If the king's tax, therefore, is but 
ill paid upon silver, it is likely to be much worse 
paid upon gold ; and rent must make a much smaller 
part of the price of gold, than even of that of silver. 

The lowest price at which the precious metals can 
be sold, or the smallest quantity of other goods for 
which they can be exchanged during any consider* 
able time, is regulated by the same principles which 
fix the lowest ordinary price of all other goods. The 
stock which must commonly be employed, the food, 
clothes and lodging which must commonly be con- 
sumed in bringing them from the mine to the mar- 
ket, determine it. It must at least be sufficient to 
replace that stock, with the ordinary profits. 

Their highest price, however, seems not to be 
necessarily determined by anything but the actual 
scarcity or plenty of those metals themselves. It is 
not determined by that of any other commodity, in 
the same manner as the price of coals is by that of 
wood, beyond which no scarcity can ever raise it. 
Increase the scarcity of gold to a certain degree, 
and the smallest bit of it may become more precious 
than a diamond, and exchange for a greater quan* 
tity of other goods. 

The demand for those metals arises partly from 
their utility, and partly from their beauty. If you 
except iron, they are more useful than, perhaps, any 
other metal. As they are less liable to rust and im- 
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purity, they can more easily be kept clean ; and the 
utensils either of the table or the kitchen are often 
upon that account more agreeable when made of 
them. A silver boiler is more cleanly than a lead^ 
eopper, or tin one ; and the same quality would 
render a gold boiler still better than a silver one. 
Their principal merit, however, arises from their 
beauty, which renders them peculiarly fit for the orna- 
ments of dress and furniture. No paint or dye can 
give so splendid a colour as gilding. The merit of 
their beauty is greatly enhanced by their scarcity. 
With the greater part of rich people^ the chief en- 
joyment of riches consists in the parade of riches, 
which in their eye is never so complete as when they 
appear to possess those decisive marks of opulence 
which nobody can possess but themselves. In their 
eyes the merit of an object which is in any degree 
either useful or beautiful, is greatly enhanced by its 
scarcity, or by the great labour which it requires to 
collect any considerable quantity of it, a labour 
which nobody can afPord to pay but themselves. 
Such objects they are willing to purchase at a higher 
price than things much more beautiful and useful, 
but more common. These qualities of utility, 
beauty, and scarcity, are the original foundation 
of the high price of those metals, or of the great 
quantity of other goods for which they can every- 
where be exchanged. This value was antecedent to 
and independent of their being employed as coin, 
and was the quality which fitted them for that em- 
ployment. That employment, however, by occasion- 
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ing a new demand, and by diminishing the quantity 
which could be employed in any other way, may 
have afterwards contributed to keep up or increase 
their value. 

The demand for the precious stones arises alto- 
gether from their beauty. They are of no use, but 
as ornaments; and the merit of their beauty is 
greatly enhanced by their scarcity, or by the diffi- 
culty and expense of getting them from the mine. 
Wages and profit accordingly make up, upon most 
occasions, almost the whole of their high price. 
Rent comes in but for a very small share; fre- 
quently for no share ; and the most fertile mines 
only afibrd any considerable rent. When Tavernier, 
a jeweller, visited the diamond mines of Golconda 
and Yisiapour, he was informed that the sovereign 
of the country, for whose benefit they were wrought, 
had ordered all of them to be shut up, except those 
which yielded the largest and finest stones. The 
others, it seems, were to the proprietor not worth 
the working. 

As the price both of the precious metals and of 
the precious stones is regulated all over the world by 
their price at the most fertile mine in it, the rent 
which a mine of either can afibrd to its proprietor is 
in proportion, not to its absolute, but to what may 
be called its relative fertility, or to its superiority 
over other mines of the same kind. If new mines 
were discovered as much superior to those of Potosi 
as they were superior to those of Europe, the value 
of silver might be so much degraded as to render 
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even the mines of Potosi not worth the working. 
Before the discovery of the Spanish West Indies, 
the most fertile mines in Europe may have afforded 
as great a rent to their proprietor as the richest 
mines in Peru do at present. Though the quantity 
of silver was much less, it might have exchanged 
for an equal quantity of other goods, and the pro- 
prietor's share might have enahled him to purchase 
or command an equal quantity either of labour or of 
commodities. The value both of the produce and 
of the rent, the real revenue which they afforded 
both to the public and to the proprietor, might have 
been the same. 

The most abundant mines either of the precious 
metals or of the precious stones could add little to 
the wealth of the world. A produce of which the 
value is principally derived from its scarcity, is ne- 
cessarily degraded by its abundance. A service of 
plate, and the other frivolous ornaments of dress 
and furniture, could be purchased for a smaller 
quantity of labour, or for a smaller quantity of com- 
modities ; and in this would consist the sole advan- 
tage which the world could derive from that abun- 
dance. 

It is otherwise in estates above ground; The 
value both of their produce and of their rent is in 
proportion to their absolute, and not to their relatiye 
fertility. The land which produces a certain quan- 
tity of food, clothes, and lodging, can always feed, 
clothe, and lodge a certain number of people ; and 
whatever may be the proportion of the landlord, it 



50 REKT OF LAND. [bOOC I.' 

will always give him a proportionable command of 
the labour of those people, and of the commodities 
with which that labour can supply him. The value 
of the most barren lands is not diminished by the 
neighbourhood of the most fertile. On the contrary, 
it is generally increased by it. The great number 
of people maintained by the fertile lands afford a 
market to many parts of the produce of the barren, 
which they could never have found among those 
whom their own produce could maintain. 

Whatever increases the fertility of land in pro- 
ducing food, increases not only the value of the 
lands upon which the improvement is bestowed, but 
contributes likewise to increase that of many other 
lands, by creating a new demand for their produce. 
That abundance of food, of which, in consequence of 
the improvement of land, many people have the 
disposal beyond what they themselves can consume, 
is the great cause of the demand both for the pre- 
cious metals and the precious stones, as well as for 
every other conveniency and ornament of dress, 
lodging, household furniture, and equipage. Food 
not only constitutes the principal part of the riches 
of the world, but it is the abundance of food which 
gives the principal part of their value to many other 
sorts of riches. The poor inhabitaiits of Cuba and 
St. Domingo, when they were first discovered by the 
Spaniards, used to wear little bits of gold as orna- 
ments in their hair and other parts of their dress. 
They seemed to value them as we would do any little 
pebbles of somewhat more than ordinary beauty, and 
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to consider them as just worth the picking up> but 
not worth the refusing to anybody who asked them. 
They gave them to their new guests at the first re* 
quest, without seeming to think that they had made 
them any very valuable present. They were asto- 
nished to observe the rage of the Spaniards to ob< 
tain them ; and had no notion that there could any- 
where be a country in which many people had the 
disposal of so great a superfluity of food, so scanty 
always among themselves, that for a very small 
quantity of those glittering baubles they would wiU 
lingly give as much as might maintain a whole 
family for many years. Gould they have been made 
to understand this, the passion of the Spaniards 
would not have surprised them. 



X PART III. 



Of the Variations in the Proportion between the 
respective Valttes of that Sort of Produde which 
always affords Renty and of that which sometimes 
does and sometimes does not afford Rent. 

Th^ increi^ing abundance of food, in consequence 
of increasing improvement and cultivation, must 
necessarily increase the demand for every part of the 
produce of land which is not food, and which can 
be applied either to use or to ornament. In the 
whole progress of improvement, it might therefore 
be expected there should be only one variation la 
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the comparative values of those two different sorts of 
produce. The value of that sort which sometimes 
does and sometimes does not afford rent, should con- 
stantly rise in proportion to that which always 
affords some rent. As art and industry advance, 
the materials of clothing and lodging, the useful 
fossils and minerals of the earth, the precious metals 
and the precious stones should gradually come to 
be more and more in demand, should gradually ex- 
change for a greater and a greater quantity of food, 
or, in other words, should gradually become dearer 
and dearer. This accordingly has been the case 
with most of these things upon most occasions, and 
would have been the case with all of them upon all 
occasions, if particular accidents had not upon some 
occasions increased the supply of some of them in a 
still greater proportion than the demand. 

The value of a free-stone quarry, for example, 
will necessarily increase with the increasing im- 
provement and population of the country round 
about it, especially if it should be the only one in 
the neighbourhood. But the value of a silver mine, 
even though there should not be another within a 
thousand miles of it, will not necessarily increase 
with the improvement of the country in which it is 
situated. The market for the produce of a free- 
stone quarry, can seldom extend more than a few 
miles round about it, and the demand must gene- 
rally be in. proportion to the improvement and popu- 
lation of that small district. But the market for the 
produce of a silver mine may extend over the whole 
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known world. Unless the world in general, there- 
fore, be advancing in improvement and population, 
the demand for silver might not be at all increased 
by the improvement even of a large country in tb^ 
neighbourhood of the mine. £ven though the 
world in general were improving, yet, if in the course 
of its improvement, new mines should be discovered, 
much more fertile than any which had been known 
before, though the demand for silver would neces- 
sarily increase, yet the supply might increase in sq 
much a greater proportion, that the rei^l price of 
that metal might gradually fall ; that is, any given 
quantity, a pound weight of it, for ei^ample, might 
gradually purchase or command a smaller and a 
smaller quantity of labour, or exchange for a smaller 
and a smaller quantity of corn, the prinqipvJ part of 
the subsistence of the labourer^ 

The great marl^t for silver is the commercial and 
civilized part of the world. 

If by the general progress of improvement the 
demand of this market should increase, while at the 
same time the supply did not increase in the same 
proportion, the value of silver would gradually rise 
in proportion to that of corn. Any given quantity of 
silver would exchange for a greater and a greater 
quantity of corn ; or, in other words, the average 
money price, of corn would gradually .become cheaper 
and cheaper. 

If, on the contrary, the supply, by some accident, 
should increase for many years together in a greater 
proportion than the demand, that metal would gra* 
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dually become cheaper and cheaper ; or, in other 
words, the average money price of com would, in 
spite of all improvements, gradually become dearer 
and dearer. 

But if, on the other hand, the supply of the metal 
should increase nearly in the same proportion as the 
demand, it would continue to purchase or exchange 
for nearly the same quantity of corn, and the 
average money price of corn would, in spite of all 
improvements, continue very nearly the same. 

These three seem to exhaust all the possible com- 
binations of events which can happen in the progress 
of improvement ; and during the course of the four 
centuries preceding the present, if we may judge by 
what has happened both in France and Great Bri- 
tain, each of those three different combinations seem 
to have taken place in the European market, and 
nearly in the same order too in which I have here 
set them down. 



Digression concerning the Variations in the Value 

of Silver during the Course of t/ie Four last Cen^ 

turies*. 

First Period. 

In 1350, .and for some time before, the average 
price of the quarter of wheat in England seems not 

* The greater part of this long Digression \)eIong8, it will 
be seen, rather to the subject of Exchangeable Value than to 
that of Rent.— E. 
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to have been estimated lower than four ounces of 
silver, Tower-weight, equal to about twenty shillings 
of our present money. From this price it seems to 
have fallen gpradually to two ounces of silver, equal 
to about ten shillings of our present money, the 
price at which we find it estimated in the beginning 
of the sixteenth century, and at which it seems to 
have continued to be estimated till about 1 570. 

In 1350, being the 25th of Edward III., was 
enacted what is called The Statute of Labourers. 
In the preamble it complains much of the insolence 
of servants, who endeavoured to raise their wages 
upon their masters. It therefore ordains, that all 
servants and labourers should for the future be con* 
tented with the same wages and liveries (liveries in 
those times signified, not only clothes, but provi* 
sions) which they had been accustomed to receive 
in the 20th year of the king, and the four preceding 
years; that upon this .account their livery-wheat 
should nowhere be estimated higher than ten-pence 
a bushel, and that it should always be in the option 
of the master to deliver them either the wheat or 
the money. Ten-pence a bushel, therefore, had, in 
the 25th of Edward III., been reckoned a very mo- 
derate price of wheat, since it required a particular 
statute to oblige servants to accept of it in exchange 
for their usual livery of provisions ; and it had been 
reckoned a reasonable price ten years before that, or 
in the 16th year of the king, the term to which the 
statute refers. But in the 16th year of Edward III. 
t^Drp^nce contained about half an ounce of silver, 
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Toweivweight, and waa nearly equal to half a crown 
of our preseat money. Four ounces of &ilver^ 
Tower-weight, therefore, equal to six shillings and 
^ight-pence of th@ money of those times, and to nea? 
twenty shillings of that of the present, must have 
been reckoned a moderate price for the quarter of 
^ight bushels. 

This statute is surely a better evidence of what 
was reckoned in, those times a moderate price of 
grain, than the prices of some particular years which 
have generally been recorded by historians aiid o^her 
writers on account of th^ir extraordinary dearnesa or 
pheapn^ss, and from which, therefore, it is difficult 
to form any judgment concerning what may have 
l^en the ordinary price. There are, besides, other 
reasons for believing that in the beginning of the 
fourteenth century, and for some time before, the 
common price of wheat was not less than four 
ounces of silver the quarter, and that of other grain 
in proportion. 

In 1309, Ralph de Born, prior.of St. Augustine's, 
Canterbury, gave a feast upon his installation^day, 
of which William Thorn has preserved, not only the 
bill of fare, but the prices of many particulars. In 
that feast were consumed, 1st, Fifty-three quartevs 
of wheat, which cost nineteen pounds, or seven shil* 
Ung^ and two-pence a quarter, equal to about one*^ 
and-twenty shillings and sixpence of our present 
money ; 2dly, Fifty-eight quarters of malt, which 
cost seventeen pounds ten shillings, or six shillings 
a quarter, equal to about eighteen shUUngs of ^ our 
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present money; 3dly, Twenty quarters of oats, 
which cost four pounds, or four shillings a quarter, 
equal to about twelve shillings of our present 
money. The prices of malt and oats seem here to 
be higher than their ordinary proportion to the price 
of wheat. 

These prices are not recorded on account of their 
extraordinary dearness or cheapness, but are men- 
tioned accidentally, as the prices actually paid for 
large quantities of grain consumed at a feast which 
was famous for its magnificence. 

In 1262, being the 51st of Henry III., was re- 
vived an ancient statute called The Assize of Bread 
and Ale J which, the king says in the preamble, had 
been made in the times of his progenitors, some time 
kings of England. It is probably, therefore, as old 
at least as the time of his grandfather Henry 11., 
and may have been as old as the conquest. It re- 
gulates the price of bread according as the prices of 
wheat may happen to be, from one shilling to twenty 
shillings the quarter of the money of those times. 
But statutes of this kind are generally presumed to 
provide with equal care for all deviations from the 
middle price, for those below it as well as for those 
above it. Ten shillings, therefore, containing six 
ounces of silver. Tower-weight, and equal to about 
thirty shillings, of our present money, must, upon 
this supposition, have, been reckoned the middle 
price of the quarter of wheat when this statute was 
first enacted, and must have continued to be so in 
the 51st of Henry III. We cannot therefore be very 
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wrong in supposing that the middle price was not 
less than one-third of the highest price at which this 
statute regulates the price of bread, or than six shil<» 
lings and eight-pence of the money of those times, 
containing four ounces of silver, Tower-weight. 

From these different facts, therefore, we seem to 
have some reason to conclude, that about the middle 
of the fourteenth century, and for a considerable 
time before, the average or ordinary price of the 
quarter of wheat was not supposed to be less than 
four ounces of silver, Tower-weight. 

From about the middle of the fourteenth to the 
beginning of the sixteenth century, what was rec-' 
koned the reasonable and moderate, that is the 
ordinary or average price of wheat, seems to have 
sunk gradually to about one-half of this price ; so 
as at last to have fallen to about two ounces of silver, 
Tower-weight, equal to about ten shillings of our 
present money. It continued to be estimated at this 
price till about 1570. 

In the household book of Henry, the fifth earl of 
Northumberland, drawn up in 1512, there are two 
different estimations of wheat. In one of them it is 
computed at six shillings and eight-pence the quar- 
ter, in the other at five shillings and eight-pence 
only. In 1512, six shillings and eight-pence con« 
tained only two ounces of silver. Tower-weight, and 
were equal to about ten shillings of our present 
money. 

From the 25th of Edward III., to the beginning 
of the reign of Elizabeth, during the space of mora 
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tfaan two hundred yean, six ehillings and eight- 
pence, it appears from several different statutes, had 
continued to be considered as what is called the nuH 
derate and reasonable, that is the ordinary or average 
price of wheat. The quantity of silver, however, 
contained in that nominal sum was, during the 
course of this period, continually diminishing, in 
consequence of some alterations which were made in 
the coin. But the increase of the value of silver had, 
it seems, so far compensated the diminution of the 
quantity of it contained in the same nominal sum, 
that the legislature did not think it worth while to 
attend to this circumstance. 

Thus in 1436 it was enacted, that wheat might be 
exported without a license when the price was so 
low as six shillings and eight-pence ; and in 1463 it 
was enacted that no wheat should be imported if the 
price was not above six shillings and eight-pence the 
quarter. The legislature had imagined, that when 
the price was so low, there could be nO inconve- 
niency in exportation, but that when it rose higher, 
it became prudent to allow of importation. Six 
shillings and eight-pence, therefore, containing 
about the same quantity of silver as thirteen shil- 
ling^ and four-pence of our present money (one- 
third part less thaii the same nominal sum contained 
in the time of Edward III.), had in th<)8e times been 
considered as what is called the moderate and rea- 
sonable price of wheat. 

In 1554, by the 1st and 2d of Philip and Mary ; 
and in 1558, by the 1st of Elizabeth, the exportation 
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of wheat was in the same manner prohilHted, when- 
ever the price of the quarter should exceed six shil- 
lings and eight-pence, which did not then contain 
two pennyworth more silver than the same nominal 
sum does at present. But it had soon heen found 
that to restrain the exportation of wheat till the price 
was so very low, was, in reality, to prohibit it alto- 
gether. In 1562, therefore, by the 5th of Elizabeth, 
the exportation of wheat was allowed from certain 
ports whenever the price of the quarter should not 
exceed ten shillings, containing nearly the same 
quantity of silver as the like nominal sum does at 
present. This price had at this time, therefore, been 
considered as what is called the moderate and rea- 
sonable price of wheat. It agrees nearly with the 
estimation of the Northumberland book in 1512. 

That in France the average price of grain was, in 
the same manner, much lower in the end of the fif- 
teenth and beginning of the sixteenth century, than 
in the two centuries preceding, has been observed 
both by M. Dupr^ de St. Maur, and by the elegant 
author of the Essay on the police of grain. Its price, 
during the same period, had probably sunk in the 
same manner through the greater part of Europe. 

This rise in the value of silver, in proportion to 
that of corn, may either have been owing altogether 
to the increase of the demand for that metal, in con- 
sequence of increasing improvement and cultivation, 
the supply in the mean time continuing the same as 
before : Or, the demand continuing the same as 
before* it may have been owing altogether to the 
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gradual diminution of the supply ; the greater part 
of the mines which were then known in the world, 
being much exhausted, and consequently the ex- 
pense of working them much Increased : or it may 
have been owing partly to the one and partly to the 
other of those two circumstances. In the end of the 
fifteenth and beginning of the sixteenth centuries, 
the greater part of Europe was approaching towards 
a more settled form of government than it had en- 
joyed for several ages before. The increase of 
security would naturally increase industry and 
improvement; and the demand for the precious 
metals, as well as for every other luxury and orna- 
ment, would naturally increase with the increase of 
riches. A greater annual produce would require a 
greater quantity of coin to circulate it; and a 
greater number of rich people would require a 
greater quantity of plate and other ornaments of 
silver. It is natural to suppose too, that the greater 
part of the mines which then supplied the European 
market with silver, might be a good deal exhausted, 
and have become more expensive in the working. 
They had been wrought many of them from the time 
of the Romans. 

It has been the opinion, however, of the greater 
part of those who have, written upon the prices of 
commodities in ancient times, that, from the Con- 
quest, perhaps from the invasion of Julius Caesar, 
till the discovery of the mines of America, the value 
of silver was continually diminishing. This opinion 
they seem to have been led into, partly by the obser- 

G 
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vations which they had occasion to mate upon the* 
prices hoth of corn and of some other parts of the 
rude produee of land; and partly by the popular 
notion, that as the quantity of silver naturally in- 
creases in every country with the increase of wealth, 
so its value diminishes as its quantity increases. 

In their observations upon the prices of com, 
three different circumstances seem frequently to 
have misled them. 

First, in ancient times, almost all rents were paid 
in kind; in a certain quantity of corn, cattle, poultry,' 
&c. It sometimes happened, however, that the land- 
lord would stipulate, that he should be at liberty to 
demand of the tenant, either the annual payment in 
kind, or a certain, sum of money instead of it. The 
price at which the payment in kind was in this man- 
ner exchanged for a certain sum of money, is in 
Scotland called the conversion price. As the option 
is always in the landlord to take either the substance 
qr the price, it is necessary for the safety of the 
tenant, that the conversion price should rather be 
below than above the average market price. In 
many places, accordingly, it is not much above one 
half of this price. Through the greater part of 
Scotland this custom still continues with regard to 
poultry, and in some places with regard to cattle. 
It might probably have continued to take place too 
with regard to corn, had not the institution of the 
public fiars put an end to it. These are annual va- 
luations according to the judgment of an assize, of 
the average price of all the different sorts of grain. 
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and of all the different qualities of each, according 
to the actual market price in every different county. 
This institution rendered it sufficiently safe for the 
tenant, and much more convenient for the landlord^ 
to convert, as they call it, the com rent, rather at 
what should happen to be the price of the fiars of 
each year, than at any certain fixed price. But the 
writers who have collected the prices of corn in an- 
cient times seem frequently to have mistaken what 
is called in Scotland the conversion price for the 
actual market price. Fleetwood acknowledges, upon 
one occasion, that he had made this mistake. As 
he wrote his book, however, for a particular purpose, 
he does not think proper to make this acknowledg- 
ment till after transcribing this conversion price fif- 
.ieen times* The price is eight shillings the quarter 
of wheat. This sum in 1423, the year at which he 
begins with it, contained the same quantity of silver 
as sixteen shillings of our present money. But in 
1562, the year at which he ends with it, it contained 
no more than the same nominal sum does at present 

Secondly, they have been misled by the slovenly 
manner in which some ancient statutes of assize 
had been sometimes transcribed by lazy copiers; 
and sometimes, perhaps, actually composed by the 
legislature. 

The ancient statutes of assize seem to have begun 
always with determining what ought to be the price . 
of bread and ale when the price of wheat and barley 
were at the lowest, and to have proceeded gradually 
to determine what it ought to be, according as the 

g2 
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prices of those two sorts of grain should gradually 
rise above this lowest price. But the transcribers 
of those statutes seem frequently to have thought it 
sufficient to copy the regulation as far as the three 
or four first and lowest prices ; saving in this man- 
ner their own labour, and judging, I suppose, that 
this was enough to show what proportion ought to 
be observed In all higher prices. 

Thus in the assize of bread and ale, of the 51st 
of Henry III., the price of bread was regulated ac- 
cording to the different prices of wheat, from one 
shilling to twenty shillings the quarter, of the money 
of those times. But in the manuscripts from which 
fill the different editions of the statutes, preceding 
that of Mr. Ruff head, were printed, the copiers had 
never transcribed this regulation beyond the price 
of twelve shillings. Several writers, therefore, being 
misled by this faulty transcription, very naturally 
concluded that the middle price, or six shillings the 
quarter, equal to about eighteen shillings of our 
present money, was the ordinary or average price 
of wheat at that time. 

In the statute of Tumbrel and Pillory, enacted 
nearly about the same time, the price of ale is regu- 
lated according to every sixpence rise in the price of 
barley, from two shillings to four shillings the quar- 
ter. That four shil 1 ings, however, was not considered 
as the highest price to which barley might frequently 
rise in those times, and that these prices were only 
given as an example of the proportion which ought 
to be observed in all other prices, whether higher or 



CHAP. XI.] RENT OF LAND. 6§ 

lower, we may infer from the last words of the 
statute : " £t sic deinceps crescetur vel diminuetur 
'* per sex denarios." The expression is very slo^ 
Fenlyi but the meaning is plain enough ; '* That the 
" price of aJe is in this manner to be increased or 
** diminished according to every sixpence rise or fall 
" in the price of barley." In the composition of 
this statute the legislature itself seems to have been 
^ negligent as the copiers were in the transcription 
of the other. 

In an ancient manuscript of the Regiam Majes* 
tatem, an old Scotch law-book, there is a statute of 
assize, in which the price of bread is regulated 
according to all the different prices of wheat, from 
ten-pence to three shillings the Scotch boll, equal to 
about half an English quarter. Three shillings 
Scotch, at the time when this assize is supposed to 
have been enacted, were equal to about nine shil- 
lings sterling of our present money. Mr. Ruddi* 
man seems * to conclude from this, that three shil* 
lings was the highest price to. which wheat ever rose 
in those times, and that ten-pence, a shilling, or at 
most two shillings, were the ordinary prices. Upoq 
consulting the manuscript, however, it appears evi- 
dently, that all these prices are only set down as 
examples of the proportion which ought to be ob- 
served between the respective prices of wheat and 
bread. The last words of the statute are> " reliqua 
'* judicabis secundum prsescripta habendo respect um 

* See his Preface to Anderton's Diplennata Sooti^.-r-A* 
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" ad pretium bladi." " You shall judge of the re- 
maining cases according to what is above written 
having a respect to the price of com." 
Thirdly, they seem to have been misled too by the 
Very low price at which wheat was sometimes sold 
in very ancient times; and to have imagined, that 
as its lowest price was then much lower than in 
later times, its ordinary price must likewise have 
been much Idwer. They might have found, how- 
ever, that in those ancient times, its highest price 
was fully as much above, as its lowest price was 
below anything that had ever been known in later 
times. Thus in 1270, Fleetwood gives us two prices 
of the quarter of wheat. The one is four pounds 
sixteen shillings of the money of those times, equal 
to fourteen pounds eight shillings of that of the 
present; the other is six pounds eight shillings, 
equal to nineteen pounds four shillings of our pre- 
sent money. No price can be found in the end of 
the fifteenth; or beginning of the sixteenth century, 
which approaches to the extravagance of these. 
The price of corn, though at all times liable to vari- 
ation, varies most in those turbulent and disorderly 
societies, in which the interruption of all commerce 
and communication hinders the plenty of one part 
of the country from relieving the scarcity of another. 
In the disorderly state of England under the Plan- 
tagenets, who governed it from about the middle of 
the twelfth, till towards the end of the fifteenth 
century, one district might be in plenty, while ano- 
ther at no great distance, by having its crop destroyed 
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either by some accident of the seasons, or by the 
incursion of some neighbouring baron, might be 
suffering all the horrors of a famine ; and yet if the 
lands of some hostile lord were interposed between 
them, the one might not be able to give the least 
assistance to the other. Under the vigorous admi- 
nistration of the Tudors, who governed England 
during the latter part of the fifteenth, and through 
the whole of the sixteenth ceiitury, no baron was 
powerful enough to dare to disturb the public se- 
curity. 

The reader will find at the end of this chapter 
all the prices of wheat which have been collected 
by Fleetwood from 1202 to 1597, both inclusive, 
reduced to the money of the present times, and di- 
gested according to the order of time, into seven 
divisions of twelve years each. - At the end of each 
division too, he will find the average price of the 
twelve years of which it consists. In that long 
period of time, Fleetwood has been able to collect 
the prices of no more than eighty years, so that four 
years are wanting to make out the last twelve years. 
I have added, therefore, from the accounts of Eton 
College, the prices of 1598, 1599, 1600, and 1601. 
It is the only addition which I have made. The 
reader will see, that from the beginning of the thir- 
teenth, till after the middle of the sixteentli century, 
the average price of each twelve years grows gradu- 
ally lower and lower ; and that towards the end of 
the sixteenth century it begins to rise again. The 
prices, indeed, which Fleetwood has. been able to 
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collect, seem to have been those chiefly which were 
remark&ble for extraordinary clearness or cheapness ; 
and I do not pretend that any very certain conclu- 
sion can be drawn from them. So far, however, as 
they prove anything at all, they confirm the acepunt 
which I have been endeavouring to give. Fleetr 
wood himself, however, seems, with most other 
writers, to have believed, that during all this period 
the value of' silver, in consequence of its increasing 
abundance, was continually diminishing. The prices 
of corn, which he himself has collected, certainly do 
not agree with this opinion. They agree perfectly 
with that of Mr. Dupr^ de St. Maur, and with that 
which I have been endeavouring to explain. Bishop 
Fleetwood and Mr. Dupr^ de St. Maur are the two 
authors who seem to have collected, with the greatest 
diligence and fidelity, the prices of things in ancient 
times. It is somewhat curious that, though their 
opinions are so very different, their facts, so far a? 
they relate to the price of corn at least, should coin* 
cide so very exactly. 

It is not, however, so much from the low price of 
corn, as from that of some other parts of. the rude 
produce of land, that the most judicious writers 
have inferred the great value of silver in those very 
ancient times. Corn, it has been said, being a sort 
of manufacture, was, in those rude ages, much 
dearer in proportion than the greater part of other 
commodities^ it is meant, I suppose, than the greater 
part of unmanufactured commodities, — such as cat- 
tle, poultryy game of all kinds, &c. That in those 
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times of poverty and barbarism these were propor- 
tionably much cheaper than com, is undoubtedly 
true. But this cheapness was not the effect of the 
high value of silver, but of the low value of those 
commodities. It was not because silver would in 
such times purcliase or represent a greater quan- 
tity of labour, but because such commodities would 
purchase or represent a much smaller quantity than 
in times of more opulence and improvement. Silver 
must certainly be cheaper in Spanish America than 
in Europe ; in the country where it is produced, 
than in the country to which it is brought, at the 
expense of a long carriage both by land and by sea, 
of a freight and an insurance. One-and-twenty 
pence halfpenny sterling, however, we are told by 
Ulloa, was, not many years ago, at Buenos Ayres, 
the price of an ox chosen from a herd of three or 
ibur hundred. Sixteen shillings sterling, we are 
told by Mr. Byron, was the price of a good horse in 
the capital of Chili. In a country naturally fertile, 
but of which the far greater part is altogether un- 
cultivated, cattle, poultry, game of all kinds, &c. as 
they can be acquired with a very small quantity of 
labour, so they will purchase or command but a very 
small quantity. The low money price for which they 
may be sold, is no proof that the real value of silver 
is there yery high, but that the real value of those 
Commodities is very low. . 

Labour, it must always be remembered, and not 
any particular commodity, or set of commodities, is 
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the real measure of the value both of silver and of 
all other commodities. 

But in countries almost waste, or but thinly inha- 
bited, cattle, poultry, game of all kinds, &c. as they 
are the spontaneous productions of nature, so she 
frequently produces them in much greater quantities 
than the consumption of the inhabitants requires. 
In such a state of things the supply commonly ex- 
ceeds the demand. In different states of society, 
in different stages of improvement, therefore, such 
commodities will represent, or be equivalent to, very 
different quantities of labour. 

In every state of society, in every stage of imr 
provement, corn is the production of human indus- 
try. But the average produce of every sort of in- 
dustry is always suited, more or less exactly, to the 
average consumption; the average supply to the 
average demand. In every different stage of im- 
provement, besides, the raising of equal quantities 
of corn in the same soil and climate, will, at an 
average, require nearly equal quantities of labour ; 
or, what comes to the same thing, the price of nearly 
equal quantities ; the continual increase of the pro- 
ductive powers of labour, in an improved state of 
cultivation, being more or less counterbalanced by 
the continual increasing price of cattle, the principal 
instruments of agriculture. Upon all these ac- 
counts, therefore, we may rest assured, that equal 
quantities of corn will, in every state of society, in 
every stage of improvement, more nearly represent. 
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or be equivalent to, equal quantities of la'bour, than 
equal quantities of any other part of the rude pro- 
duce of land. Com, accordingly, it has already been 
observed is, in all the different stages of wealth and 
improvement, a more accurate measure of value than 
any other commodity or set of commodities. In all 
those different stages, therefore, we can judge better 
of the real value of silver, by comparing it with 
com, than by comparing it with any other commo- 
dity, or set of commodities. 

Com, besides, or whatever else is the common 
and favourite vegetable food of the people, consti- 
tutes, in every civilized country, the principal part of 
the subsistence of the labourer. In consequence of 
the extension of agriculture, the land of every coun- 
try produces a much greater quantity of vegetable 
than of animal food, and the labourer everywhere 
lives chiefly upon the wholesome food that is cheap- 
est and most abundant. Butcher's-meat, except in 
the most thriving countries, or where labour is most 
highly rewarded, makes but an insignificant part of 
his subsistence ; poultry makes a still smaller part 
of it, and game no part of it. In France, and even 
in Scotland, where labour is somewhat better re- 
ii^arded than in France, the labouring poor 'seldom 
eat butcher's-meat, except upon holidays, and other 
extraordinary occasions. The money price of la- 
bour, therefore, depends much more upon the average 
money price of corn, the subsistence of the labourer, 
than upon that of butcher's-meat, or of any other 
part of the rude produce of land. The real value 
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of ^old and silver, therefore, the real quantity of 
labour which they can purchase or command, de- 
pends much more upon the quantity.; of com which 
they can purchase or command, than upon that of 
butcher's-meat, or any other part of the rude pro- 
duce of land. 

Such slight observations, however, upon the prices 
either of corn or of other commodities, would not 
probably have misled so many intelligent authors, 
had they not been influenced, at the same time, by 
the popular notion, that as the quantity of silver 
naturally increases in every country with the increase 
of wealth, so its value diminishes as its quantity 
increases. This notion, however, seems to be alto- 
gether groundless. 

The quantity of the precious metals may increase 
in any country from two different causes : either, 
first, from the increased abundance of the mines 
which supply it; or, secondly, from the increased 
wealth of the people, from the increased produce of 
their annual labour. The first of these causes is no 
doubt necessarily connected with the diminution of 
the value of the precious metals ; but the second is 
not. 

When more abundant mines are discovered,, a 
greater quantity of the precious metals is brought 
to market, and the quantity of the necessaries and 
conveniencies of life for which they must be ex- 
changed being the same as before, equal quantities 
of the metals must be exchanged for smaller quan- 
tities of commodities. So far, therefore, as the in- 
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crease of the quantity of the precious metals in any 
country arises from the increased abundance of the 
mines, it is necessarily connected with some diminu- 
tion of their value. 

When, on the contrary, the wealth of any country 
increases, when the annual produce of its labour 
becomes gradually greater and greater, a greater 
quantity of coin becomes necessary in order to cir- 
culate a greater quantity of commodities : and the 
people, as they can afford it, as they have more 
commodities to give for it, will naturally purchase a 
greater and a greater quantity of plate. The quan- 
tity of their coin will increase from necessity ; the 
quantity of their plate from vanity and ostentation, 
or from the same reason that the quantity of fine 
statues, pictures, and of every other luxury and cu- 
riosity, is likely to increase among them. But as 
statuaries and painters are not likely to be worse 
rewarded in times of wealth and prosperity, than in 
times of poverty and depression, so gold and silver 
are not likely to be worse paid for. 

The price of gold and silver, when the accidental 
discovery of more abundant mines does not keep it 
down, as it naturally rises with the wealth of every 
country, so, whatever be the state of the mines, it is 
at all times naturally higher in a rich than in a poor 
country. Gold and silver, like all other commodi- 
ties, naturally seek the market where the best price 
is given for them, and the best price is commonly 
given for everything in the country which can best 
afford it. Labour, it must be remembered, is the 
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ultimate price which is paid for everything, and in 
countries wheite labour is equally well rewarded, the 
money price of labour will be in proportion to thAt 
of the subsistence of the labourer. But gold and 
silver Will naturally exchange for a greater quantity 
Of subsistence in a rich than in a poor country. In a 
country which abounds With subsistence, than in 
ohe which is but indifibrently supplied with it. If 
the two countries are at a great distance, the differ- 
ence may be very great ; because though the metals 
naturally fly from the Worse to the better market, 
yet it may be difficult to transport them in such 
quantities as to bring their price nearly to a level in 
both. If the countries are near, the difference will 
be smaller, and may sometimes be scarce percepti*- 
ble ; because in this case the transportation will be 
eaisy. China is a much richer country than any part 
of Europe, and the difference between the price of 
subsistence in China and in Europe is very great. 
Rice in China is much cheaper thah wheat is any- 
where in Europe. England is a much richer coun« 
try than Scotland ; but the difference between the 
money price of corn in those two countries is much 
smaller, and is but just perceptible. In proportion 
to the quantity or measure, Scotch com generally 
appears to be a good deal cheaper than English ; 
but in proportion to its quality, it is certainly some- 
what dearer. Scotland receives almost every year 
very large supplies from England, and every com- 
modity must commonly be somewhat dearer in the 
country to which it is brought than in that from 
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which it eomes. English corns therefore, must he 
dearer in Scotland than in England, and yet in pro- 
portion to ita quality, or to the quantity and good- 
ness of the flour or meal which can he made from 
it, it cannot commonly be sold higher there than the 
Scotch com which comes to market in competition 
with it« 

The difference between the money price of labour 
in China and in Europe is still greater than that 
between the money price of subsistence ; because 
the real recompense of labour is higher in Europe 
than in China, the greater part of Europe being in 
an improving state, while China seems to be stand- 
ing still. The money price of labour is lower in 
Scotland than in England, because the real recom- 
pense of labour is much lower ; Scotland, though 
advancing to greater wealth, advances much more 
slowly than England. The frequency of emigration 
from Scotland, and the rarity of it from England, 
sufficiently prove that the demand for labour is veiy 
different in the two countries. The proportion be- 
tween the real recompense of labour in different 
countries, it must be remembered, is naturally regu- 
lated, not by their actual wealth or poverty, but by 
their advancing, stationary, or declining condition. 

Gold and silver, as they are naturally of the 
greatest value among the richest, so they are na- 
turally of the least value among the poorest nations. 
Among savages, the poorest of all nations, they are 
of scarce any value. 

In great towns corn is always dearer than in re- 

h2 
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mote parts of the country. This, however, is the 
effect, not of the real cheapness of silver, hut of the 
real clearness of corn. It does not cost less lahour 
to hring silver to the great towns than to the remote 
parts of the country ; hut it costs a great deal more 
to bring corn. 

In some very rich and commercial countries, such 
as Holland and the territory of Genoa, com is dear 
for the same reason that it is dear in great towns. 
They do not produce enough to maintain their inha- 
bitants. They are rich in the industry and skill of 
their artificers and manufacturers, in every sort of 
machinery which can facilitate and abridge labour ; 
in shipping, and in all the other instruments ^nd 
means of carriage and commerce : but they are poor 
in corn, which, as it must be brought to them from 
distant countries, must, by an addition to its price, 
pay for the carriage from those countries. It does 
not cost less labour to bring silver to Amsterdam 
than to Dantzick ; but it costs a great deal more to 
bring com. The real cost of silver must be nearly 
the same in both places; but that of corn must be 
very different. Diminish the real opulence either of 
Holland or of the territory of Genoa, while the. num- 
ber of their inhabitants remains the same ; diminish 
their power of supplying themselves from distant 
countries ; and the price of corn, instead of sinking 
with that diminution in the quantity of their silver, 
which must necessarily accompany this declension, 
either as its cause or as its effect, will rise to the 
price of a famine. When we are in want of neces- 
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saries, we must part with all superfluities, of which 
the value, as it rises in times of opulence and pros- 
perity, so it sinks in times of poverty and distress, 
It is otherwise with necessaries. Their real price, 
the quantity of labour which they can purchase or 
command, rises in times of poverty and distress, and 
sinks in times of opulence and proq)erity, which are 
alwa3rs times of great abundance ; for they could not 
otherwise be times of opulence and prosperity. Com 
is a necessary, silver is only a superfluity. 

Whatever, therefore, may have been the increase 
In the quantity of the precious metals, which, during 
the period between the middle of the fourteenth and 
that of the sixteenth century, arose from the increase 
of wealth and improvement, it could have no ten- 
dency to diminish their value either in Great Bri- 
tain, or in any other part of Europe. If those who 
have collected the prices of things in ancient times, 
therefore, had, during this period, no reason to infer 
the diminution of the value of silver, from any ob- 
servations which they had made upon the prices 
either of com or of other commodities, they had still 
less reason to infer it from any supposed increase of 
wealth and improvement. 



Second P^iriod, 

But how various soever may have been the opinions 
of the learned concerning the progress of the value 
of silver during the first period, they are unanimous 
concerning it during the second. 

h3 
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From about 1570 to about 1640, during- a period 
of about seventy years, the variation in the propor- 
tion between the value of silver and that of com, 
held a quite opposite course. Silver sunk in its real 
value, or would exchange for a smaller quantity of 
labour than before ; and com rose in its nominal 
price, and instead of being commonly sold for about 
two ounces of silver the quarter, or about ten shil- 
lings of our present money, came. to be sold for six 
and eight ounces of silver the quarter, or about 
thirty and forty shillings of our present, money. 

The discovery of the abundant mines of America 
seems to have been the sole cause of this diminution 
in the value of silver in proportion to that of corn. It 
is accounted for accordingly in the same manner by 
everybody; and there never has been any dispute 
either abdut the fact, or about the cause of it The 
greater part of Europe was, during this period, ad- 
vancing in industry and improvement, and the 
demand for silver must consequently have been 
increasing. But the increase of the supply had, it 
seems, so far exceeded that of the demand, that the 
value of that metal sunk considerably. The disco- 
very of the mines of America, it is to be observed, 
does not seem to have had any very sensible effect 
upon the prices of things in England till after 1570 ; 
though even the mines of Potosi had been discovered 
more than twenty years before. 

From 1595 to 1620, both inclusive, the average 
price of the quarter of nine bushels of the best wheat 
at Windsor market, appears from the accounts of 
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Eton College to have been 21. \i. 6^f^, From 
wluch sum, neglecting the fraction, and deducting 
a ninth, or is. 74-ci., the price of the quarter of eight 
bushels comes out to have been ] /. 16^. lOid. And 
from . this sum, neglecting likewise the fraction, and 
deducting a ninth, or 4^. Hd., for the difference be- 
tween- the price of the best wheat and that of the 
middle wheat, the price of the middle wheat comes 
out to have been about 1/. 12^. Sfcf., or about six 
ounces and one-third of an ounce of silver. 

From 1621 to 1636, both inclusive, the average 
price of the same measure of the best wheat at the 
same market, appears, from the same accounts, to 
have been 2/. 10^. ; from which, making the like 
,deductions as in the foregoing case, the average 
price of the quarter of eight bushels of middle wheat 
comes out to have been 1/. 19^. 6d., or about seven 
ounces and two*thirds of an ounce of silver* 



Third Period. 



Between 1630 and 1640, or about 1636, the effect 
of the discovery of the mines of America, in re- 
ducing the value of silver, appears to have been 
completed, and the value of that metal seems never 
to have sunk lower in proportion to that of corn than 
it was about that time. It seems to have risen some- 
what in the course of the present century, and it had 
probably begun to do so even some time before the 
endof the last. 
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From 1637 to 1700, both inclusive, being the 
9ixty*fbur last years of the last century, the average 
price of the qufirter of nine bushels of the best wheat 
at Windsor market, appears, from the same accounts, 
to have been 2L lis. O^d. ; which is only Is. O^d, 
dearer than it had been during the sixteen years be^- 
fore. But in the course of these sixty-four years 
there happened two events which must have pro- 
duced a much greater scarcity of com than what 
the course of the seasons would otherwise have occa- 
sioned, and which, therefore, without supposing any 
further reduction in the value of silver, will much 
more than account for this very small enhancement 
of price. 

The first of these events was the civil war, which, 
by discouraging tillage and interrupting commerce, 
must have raised the price of corn much above what 
the course of the seasons would otherwise have occa^ 
sioned. It must have had this effect more or less at 
all the different markets in the kingdom, but par- 
ticularly at those in the neighbourhood of London, 
which require to be supplied from the greatest dis- 
tance. In 1648, accordingly, the price of the best 
wheat at Windsor market, appears, from the same 
accounts, to have been 4/. 5^. and in 1649 to have 
been 4/. the quarter of nine bushels. The excess of 
those two years above 21. 10s. (the average price of 
the sixteen years preceding 1637) is 8/. 5^. ; which, 
divided among the sixty-four last years of the last 
century, will alone very nearly account for that small 
enhancement of price which seems to have taken 
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place in them. These, however, though the highest, 
are by no means the only high prices which seem to 
have been occasioned by the civil wars. 

The second event was the bounty upon the ex- 
portation of corn, granted in 1688. The bounty, it 
has been thought by many people, by encouraging 
tillage, may, in a long course of years, have occa- 
sioned a greater abundance, and consequently a 
greater cheapness of corn in the home-market, than 
what would otherwise have taken place there. How 
far the bounty could produce this effect at any time, 
I shall examine hereafter ; I shall only observe at 
present, that between 1688 and 1700, it had not 
time to produce any such effect. During this short 
period, its only effect must have been, by encou- 
raging the exportation of the surplus produce of 
every year, and thereby hindering the abundance of 
one year from compensating the scarcity of another, 
to raise the price in the home-market. The scarcity 
which prevailed in England from 1693 to 1699, 
both inclusive, though no doubt principally owing 
to the badness of the seasons, and, therefore, extend- 
ing through a considerable part of Europe, must 
have been somewhat enhanced by the bounty. In 
1699, accordingly, the further exportation of corn 
was prohibited for nine months. 

There was a third event which occurred in the 
course of the same period, and which, though it could 
not occasion any scarcity of corn, nor, perhaps, any 
augmentation in the real quantity of silver which 
was usually paid for it, must necessarily have occa- 
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sioned some augmentation in the nominal sum. This 
event was the great debasement of the silver coin, 
by clipping and wearing. This evil had begun in 
the reig^ of Charles II. and had gone on conti- 
nually increasing till 1695 ; at which time, as we 
may learn from Mr. Lowndes, the current silver 
coin was, at an average, near five-and-twenty per 
cent, below its standard value. But the nominal 
sum which constitutes the market price of every 
commodity is necessarily regulated, not so much by 
the quantity of silver, which, according to the 
standard, ought to be contained in it, as by that 
which, it is found by experience, actually is con- 
tained in it. This nominal sum, therefore, is ne- 
cessarily higher when the coin is much debased by 
clipping and wearing, than when near to its standard 
value. 

In the course of the present century, the silver 
coin has not at any time been more below its stand- 
ard weight than it is at present. But though very 
much defaced, its value has been kept up by that of 
the gold coin for which it is exchanged. For though, 
before the late re-coinage, the gold coin was a good 
deal defaced too, it was less so than the silver. In 
1695, on the contrary, the value of the silver coin 
was not kept up by the gold coin ; a guinea then 
commonly exchanging for thirty shillings of the 
worn and dipt silver. Before the late re-coinage of 
the gold, the price of silver bullion was seldom 
higher than five shillings and seven-pence an ounce, 
which is but five-pence above the Mint price. But 
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in 1695) the common price of silver bullion was six 
shillings and five-pence an ounce^, which is fifteen- 
pence above the Mint price. Even before the late 
re-coinage of the gold, therefore, the coin, gold and 
silver together, when compared with silver bullion, 
was not supposed to be more than eight per cent* 
below its standard value. In 1695, on the contrary^ 
it had been supposed to be near five-and**twenty per 
cent, below that value. But in the beginning of the 
present century, that is, immediately after the great 
re-coinage in King William's time, the greater part 
of the current silver coin must have been still nearer 
to its standard weight than it is at present. In the 
course of the present century too there has been no 
great public calamity^ such as the civil war, which 
could either discourage tillage, or inteirrupt the intC'^ 
rior commerce of the country. And though the 
bounty which has taken place through the greater 
part of this century must always raise the price of 
corn somewhat higher than it otherwise would be in 
the actual state of tillage ; yet as, in the course oi 
this century, the bounty has had full time to produce 
all the good efiects commonly imputed to it, to en* 
courage tillage, and thereby to increase the quantity 
of com in the home market, it may, upon the prin- 
ciples of a system which I shall explain and examine 
hereafter, be supposed to have done something to 
lower the price of that commodity the one way^ as 
well as to iraise it the other. It is by many people 

* If<mnd«a*t 35tMy on the Silver Goin> p. 66.p^A. 
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supposed to have done more. In the sixty-four years 
of the present century, accordingly, the average price 
of the quarter of nine bushels of the best wheat at 
Windsor market, appears, by the accounts of Eton 
College, to have been 21. Os. GH^m which is about 
ten shillings and sixpence, or more than five-and- 
twenty per cent, cheaper than it had been during the 
sixty-four last years of the last century ; and about 
nine shillings and sixpence cheaper than it had been 
during the sixteen years preceding 1636, when the 
discovery of the abundant mines of America may be 
supposed to have produced its full effect ; and about 
one shilling cheaper than it had been in the twenty- 
six years preceding 1620, before that discovery can 
well be supposed to have produced its full effect. 
According to this account, the average price of middle 
wheat, during these sixty-four first years of the pre- 
sent century, comes out to have been about thirty- 
two shillings the quarter of eight bushels. 

The value of silver, therefore, seems to have risen 
somewhat in proportion to that of corn during the 
course of the present century, and it had probably 
begun to do so even some time before the end of the 
last. 

In 1687, the price of the quarter of nine bushels 
of the best wheat at Windsor market was 1/. 5^ . 2d.^ 
the lowest price at which it had ever been from 1595. 

In 1688, Mr. Gregory King, a man famous for 
his knowledge in matters of this kind, estimated the 
average price of wheat in years of moderate plenty 
to be to the grower 35. 6d. the bushel, or eight-and 
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twenty shillings the quarter. The grower's price 
I understand to be the same with what is sometimes 
called the contract price, or the price at which a 
farmer contracts for a certain number of years to 
deliver a certain quantity of corn to a dealer. As a 
contract of this kind saves the fanner the expense 
and trouble of marketing, the contract price is ge- 
nerally lower than what is supposed to be the average 
market price. Mr. King had judged eight-and- 
twenty shillings the quarter to be at that time the 
ordinary contract price in years of moderate plenty. 
Before the scarcity occasioned by the late extraor- 
dinary course of bad seasons, it was, I have been 
assured, the ordinary contract price in all common 
years. 

In 1688 was granted the parliamentary bounty 
upon the exportation of com. The country gentle- 
men, who then composed a still greater proportion 
of the legislature than they do at present, had felt 
that the money price of com was falling. The 
bounty was an expedient to raise it artificially to the 
high price at which it had frequently been sold in 
the time of Charles I. and II. It was to take place, 
therefore, till wheat was so high as forty-eight shil- 
lings the quarter ; that is, twenty shillings, or f ths 
dearer than Mr. King had in that very year esti- 
mated the grower's price to be in times of moderate 
plenty. If his calculations deserve any part of the 
reputation which they have obtained very universally, 
eight-and-forty shillings the quarter was a price 
which, without some such expedient as the bounty, 

I 
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oottld not at thai time be expected, except in yeara 
of extraordinary scarcity. But the government of 
King William was not then fully settled* It was in 
no condition to refuse anything to the country gen- 
tlemen, from whom it was at that yery time sdiciting 
the first establishment of the annual land-tax. 

The value of silver^ therefore, in proportion to 
that of corn^ had probably risen somewhat before 
the end of the last century ; and it seems to have 
continued to do so during the course of the greater 
part of the present; though the necessary operation 
of the bounty must have hindered that rise from 
being so sensible as it otherwise would have been in 
the actual state of tillage. 

In plentiful years the bounty, by occasioning an 
extraordinaty exportation, necessarily raisee the price 
of com above what it otherwise would be ill those 
years. To encourage tillage^ by keeping up the 
price of com even in the most plentiful years, was 
the avowed end of the institution. 

In years of great scarcity, indeed, the bounty has 
generally been suspended. It must, however, have 
had some effect upon the prices of many of those 
yeats. By the extraordinary exportation which it 
occasions in years of plenty, it must frequently 
hinder the plenty of one year from compensating the 
scarcity of another. 

Both in years of plenty and in years of scarcity, 
therefore, the bounty raises the price of corn above 
what it naturally would be in the actual state of 
tillage. Ifp during the sixty^our first yean of the 
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piMeni ctnturyi tlierefoie» the avtraf^ price has 
been lower than during the sixty-four last years of 
the last centuryi it must, in the same state of tillage, 
have been mueh more so, had it not been for this 
operation of the bounty. 

But without the bountyt it may be said, the state 
of tillage would not have been the same* What 
may have been the efibcts of this institution upon 
the agriculture of the country, I shall endeavour to 
expUiin hereafter, when I come to treat particularly 
of bounties. I shall only observe at present, that 
ibis rise in the value of silver, in proportion to that 
of com, has not been peculiar to England. It has 
been observed to have taken place in France during 
the same period, and nearly in the same proportion 
too, by three very faithful, diligent, and laborious 
isollectors of the prices of corn, Mr. Duprib de St. 
Maur, Mr. Messance, and the author of the Essay 
on the police of grain. But in France, till 1764, 
the exportation of grain was by law prohibited ; and 
it is somewhat diflScult to suppose, that nearly the 
eame diminution of price which took place in one 
country, notwithstanding this prohibition, should in 
.another be owing to the extraordinary encourage- 
ment given to exportation. 

It would be more proper, perhaps, to consider 
this variation in the average money price of corn as 
the effect rather of some gradual rise in the real 
value of silver in the European market, than of any 
fall in the real average value of corn. Corn, it has 
already been observed, is at distant periods of time 

i2 
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a more accurate measure of value than either silver, 
or perhaps any other commodity. When, after the 
discovery of the abundant mines of America, com 
rose to three and four times its former money price, 
this change was universally ascribed, not to any rise 
in the real value of corn, but to a fall in the real value 
of silver. If during the sixty-four first years of the 
present century, therefore, the average money price 
of com has fallen somewhat below what it had been 
during the greater part of the last century, we should 
in the same manner impute this change, not to any 
fall in the real value of corn, but to some rise in the 
real value of silver in the European market. 

The high price of corn during these ten or twelve 
years past, indeed, has occasioned a suspicion that 
the real value of silver still continues to fall in the 
European market. This high price of corn, how*> 
ever, seems evidently to have been the effect of the 
extraordinary unfavourableness of the seasons, and 
ought therefore to be regarded, not as a permanent, 
but as a transitory and occasional event. The sea- 
sons for these ten or twelve years past have been 
unfavourable through the greater part of Europe ; 
and the disorders of Poland have very much in- 
creased the scarcity in all those countries, which, in 
dear years, used to be supplied from that market. 
So long a course of bad seasons, though not a very 
common event, is by no means a singular one ; and 
whoever has inquired much into the history of the 
prices of corn in former times, will be at no loss to 
recollect several other examples of the same kind. 
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Ten yean of extraordinary scarcity, bflfifdei, are not 
more wonderful than ten years of extraordinary 
pknty. The loir price of com from 1741 to 1750, 
both inclusive, may very well be set in opposition to 
its high price during these last eight or ten years. 
From 1741 to ^750, the average price of the quaiv- 
ter of nine bushels of the best wheat at Windsor 
market, it appears from the accounts of Eton Col- 
lege, w«8 only 1/. IS». i^d., which is nearly 6». 3d. 
below the average price of the sixty-four first years 
of the present century. The average price of ihe 
quarter of eight bushels of middle wheat, comes out, 
according to this account, to have been, during these 
ten years, raly H. Of, Sd, 

Between 1741 and 1750, however, the bounty 
must have hindered the price of com from falling so 
•low in the home market aa it naturally would have 
4one. During these ten years the quantity of all 
sorts of grain exported, it appears from the custom- 
house books, amounted to no less than eight millions 
iwenty-^iine thousand one hundred and fifly^six 
quartera one bushel. The bounty paid for this 
amounted to 1,514,969/. 17t. A^d. In 1749 accord- 
ingly, Mr. Pelham, at that time prime minister, 
observed to the House of Commons, that for the 
three years preceding, a very extraordinary sum had 
been paid as bounty for the exportation of corn. 
He had good reason to make this observation, and 
in the following year he might have had still better. 
In that single year the bounty paid amounted to no 
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less than 324,176/. 10;. 6d*. It is unnecessary to 
observe how much this forced exportation must have 
raised the price of com above what it otherwise 
would have been in the home market. 

At the end of the accounts annexed to this chap- 
ter the reader will find the particular account of 
those ten years separated from the rest. He will 
find there too the particular account of the preceding 
ten years, of which the average is likewise below, 
though not so much below, the general average of 
the sixty-four first years of the century. The year 
1740, however, was a year of extraordinary scarcity. 
These twenty years preceding 1750 may very well 
be set in opposition to the twenty preceding 1770. 
As the former were a good deal below the general 
average of the century, notwithstanding the inter- 
vention of one or two dear years ; so the latter have 
been a good deal above it» notwithstanding the in- 
tervention of one or two cheap ones, of 1759, for 
example. If the former have not been as much 
below the general average, as the latter have been 
above it, we ought probably to impute it to the 
bounty. The change has evidently been too sudden 
to be ascribed to any change in the value of silver, 
which is always slow and gradual. The suddenness 
of the effect can be accounted for only by a cause 
which can operate suddenly, the accidental variation 
of the seasons. 

* See Tracts ctn the Com Trade; Tract 3rd.— A» 
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The money price of laboar in Great Britain has, 
indeed, risen during the course of the present cen- 
tury. This, however^ seems to be the effect, not so 
much of any diminution in the value of silver in the 
European market, as of an increase in the demand 
for labour in Great Britain, arising from the great, 
and almost universal prosperity of the country. In 
France» a country not altogether so prosperous, the 
money price of labour has, since the middle of the 
last century, been observed to sink gradually with 
the average money price of com. Both in the last 
century and in the present^ the day-wages of com- 
mon labour are there said to have been pretty uni- 
formly about the twentieth part of the average price 
of the septier of wheat, a measure which contains a 
little more than four Winchester bushels. In Great 
Britain the real recompense of labour, it has already 
been shown, the real quantities of the necessaries 
and conveniencies of life which are given to the 
labourer, has increased considerably during the 
course of the present century. The rise in its money 
price seems to have been the effect, not of any dimi- 
nution of the value of silver in the general market 
of Europe, but of a rise in the real price of labour 
in the particular market of Great Britain, owing to 
the peculiarly happy circumstances of the country. 
For some time after the first discovery of America, 
silver would continue to sell at its. former, or not 
much below its former price The profits of mining 
would for some time be very great, and much above 
their natural rate. Those who imported that metal 
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into Europe, however, woald soon flftd iYmi the 
irhole annual importation oould not be disposed of 
at this hi^h price. Silver would gradually exchange 
for a smaller and a smaller quantity of goods. Its 
price would sink gradually lower and lower till it 
fell to its natural price ; or to what was just suffi- 
cient to pay, according to their natural rates, the 
wages of the labour, the profite of the stock, and the 
rent of the land, which must be paid in order to 
bring it from the mine to the market. In the 
greater part of the silver mines of Peru, the tax of 
the king of Bpain, amounting to a tenth of the 
gross produce, eats up, it has already been observed, 
the whole rent of the land. This tax was originally 
a half; it soon afterwards fell to a third, then to a 
fifth, and at last to a tenth, at which rate it still 
continues. In the greater part of the silver mines 
of Peru, this, it seems, is all that remains, «fter 
replacing the stock of the undertaker of the work, 
together with its ordinary profits ; and it seems to 
be universally acknowledged that these profite, which 
Were cmce very high, are now as low as diey can 
well be, consistently with carrying on their works. 

The tax of the king of Spain was reduced to a 
fifth of the registered silver in 1504*, one-and*forty 
years before 1545, the date of the discovery of the 
mines of Potosi. In the course of ninety years, or 
before 1636, these mines, the most fertile in all 
America, had time sufficient to produce their fM 

* Mtfnssno, v(d. ii. — ^A. 
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effect, or to reduce the value of silver in the Euro-^ 
pean market as low as it could well fall, while it 
continued to pay this tax to the king of Spain. 
Ninety years is time sufficient to reduce any com- 
modity* of which there is no monopoly, to its natural 
price, or to the lowest price at which, while it pays 
a particular tax, it can continue to he sold for any 
considerable time together* 

The price of silver in the European market might 
perhaps have fallen still lower, and it might have 
become necessary either to reduce the tax upon it, 
not only to one tenth, as in 1 736, but to one twen- 
tieth, in the same manner as that upon gold, or to 
give up working the greater part of the American 
mines which are now wrought. The gradual in<« 
crease of the demand for silver, or the gradual en- 
largement of the market for the produce of the silver 
mines of America, is probably the cause which has 
prevented this from happening, and which has not 
only kept up the value of silver in the European 
market, but has perhaps even raised it somewhat 
higher than it was about the middle of the last 
century. 

Since the first discovery of America, the market 
for the produce of its silver mines has been growing 
gradually more and more extensive. 

First, the market of Europe has become gradually 
more and more extensive. Since the discovery of 
America, the greater part of Europe has been much 
improved. England, Holland, France, and Ger- 
many ; even Sweden, Denmark, and Russia, have 
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all advaneed conadembfy both In a^onkure and' in 
manufacturefi. Italy seams not to httvia gone bacfc^ 
wards. The fall of Italy preceded the conquest of Peru. 
Since that time it seems rather to have recovered a 
little. Spain and Portugal, indeed, are supposed to 
have gone backwards. Portugal, however, is but a 
very small part of Europe, and the declension of 
Spain is not, perhaps, so great as is commonly 
imagined. In the beginning of the sixteenth cen- 
tury, Spain was a very poor country, even in com* 
parison with France, which has been so much im* 
proved since that time. It was the well-known 
remark of the Emperor Charles V., who had travelled 
so frequently through both countries, that everything 
abounded in France, but that everything was want- 
ing in Spain. The increasing produce of the agri- 
eulture and manufactures of Europe must necessa*- 
rily have required a gradual increase in the quantity 
of silver coin to circulate it ; and the increasing 
number of wealthy individuals must have required 
the like increase in the quantity of their plate and 
other ornaments of stiver. 

Secondly, America is itself a new market for the 
produce of its own silver mines ; and as its advances 
in agriculture, industry, and population, are much 
more rapid than those of the most thriving countries 
In Europe, its demand must increase much more 
rapidly. The English colonies are altogether a new 
market, which partly for coin, and partly for plate, 
requires a continually augmenting supply of silver 
through a great continent where there never was any 
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denittid before. The greater part too of the Spanish 
and Portuguese oolonies are altogether new markets 
New Granada, the Yucatan, Paraguay^ and the 
Brasils, were, before discovered by the Europeansi 
inhabited by savage nations, who had neither arts 
nor agriculture. A eonslderable deg^ree of both has 
now been introduced into all of them. Even Mexico 
and Peru, though they cannot be considered as 
altogether new markets, are certainly much mor% 
extensive ones than they ever were before* After 
all the wonderful tales which have been published 
concerning the splendid state of those countries in 
ancient times, whoever reads, with any degree of 
sober judgment, the history of their first discovery 
and conquest, will evidently discern that, in arts, 
agriculture, and commerce, their Inhabitants were 
much more ignorant than the Tartars of the Ukraine 
are at present. Even the Peruvians, the more civi* 
lifted nation of the two, though they made use of 
gold and silvei* as ornaments, had no coined money 
of any kind. Their whole commeree was carried 
on by barter, and there was accordingly scarce any 
division of labour [employments] among them. 
Those who cultivated the ground were obliged to 
build their own houses, to make their own house^ 
hold furniture, their own clothes, shoes, and instru* 
ments of agriculture. The few artificers among 
them are said to have been all maintained by the 
sovereign, the nobles, and the priests, and were pro* 
bftbly their servants or slaves. All the ancient arts 
of Mexico and Peru have never fumiehed oae single 
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manufacture to Europe. The Spanish armies, 
though they scarce ever exceeded five hundred men, 
and frequently did not amount to half that numher, 
found almost everywhere great difficulty in procuring 
suhsistence. The famines which they are said to 
have occasioned almost wherever they went, in coun- 
tries too which at the same time are represented as 
very populous and well-cultivated, sufficiently de- 
monstrate thfkt the story of this populousness and 
high cultivation is in a great measure fabulous. 
The Spanish .colonies are under a government in 
many respects less favourable to agriculture, im- 
provement, and population, than that of the English 
colonies. They seem, however, to be advancing in 
all these much more rapidly than any country in 
Europe. In a fertile soil and happy climate, the 
great abundance and cheapness of land, a circum- 
stance common to all new colonies, is, it seems, so 
great an advantage as to compensate many defects 
in civil government. Frezier, who visited Peru in 
1713, represents Lima as containing between 
twenty-five and twenty-eight thousand inhabitants, 
Ulloa, who resided in the same country between 
1740 and 1746, represents it as containing more 
than fifty thousand. The difierence in their ac- 
counts of the populousness of several other principal 
towns in Chili and Peru is nearly the same ; and as 
there seems to be no reason to doubt of the good 
information of either, it marks an increase which is 
scarce inferior to that of the English colonies. 
America, therefore, is a new market for the produce 



CHAP.. XI.] BSNT OF LAND. 9f 

of ks, own silver mines, of which the demand must 
increase much more rapi41y than that of the most 
thriving country in Europe. 

Thirdly, the East Indies is another market for the 
produce of the silver mines of America, and a mar- 
ket which, from the time of the .first discovery of 
those mines, has been continually taking off a greater 
and a greater quantity of silver. Since that time, 
the direct .trade between America and the East 
Indies, which is carried on by means of the Aca- 
pulco ships, has been continually augmenting, and 
the indirect intercourse by the way of Europe has 
been augmenting in a still, greater proportion. Du- 
ring the sixteenth century, the Portuguese were the 
only. European nation who carried on any regular 
trade to the East Indies. In the last years of that 
cejatury the Dutch began to encroach upon this 
monopoly, and in a few years expelled them from 
their principal settlements in India. During the 
greater part of the last century, those two nations 
divided the most con3iderable part of the East India 
trade between them ; the trade of the . Dutch con- 
tinually augmenting in a still greater proportion 
than that of the Portuguese declined. . The English 
and French carried on some trade with India in the 
last century, but it has been greatly augmented in 
the course of the present. The East India trade of 
the Swedes and Danes began in the course of the 
present century. Even . the Muscovites now trade 
regularly with China by a sort of caravans which 
go overland through Siberia and Tartary to Pekin. 

K 
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The East Indift trade of all these nations, if we ex*> 
cept that of the French, which the last war had 
well nigh annihilated, has been almost oontinually 
augmenting* The increasing Gonsumption of East 
India goods in Europe, is, it seems, so great, fl« to 
afford a gradual increase of employment to them alL 
Tea, for example, was a drug very little used in 
Europe before the middle of the last century. At 
present the value of the tea annually iriiported by 
the English East India Company, for the use of 
their own countrymen, amounts to more than a mil<- 
lion and a half a year ; and even this is hot enough ; 
a great deal more being constantly smuggled into 
the country from the ports of Holland, from QotteU'- 
burg in Sweden, and from the coast of France too, 
as long as the French East India Company was in 
prosperity. The consumption of the porcelain of 
China, of the spiceries of the Moluccas, of the piece 
goods of Bengal, and of innumerable other articles, 
has increased very nearly in a like proportion. The 
tonnage accordingly of all the European shipping 
employed in the East India trade, at any one time 
during the last century, was not, perhaps, much 
greater than that of the English East India Com- 
pany before the late reduction of their shipping. 

But in the East Indies, particularly in China and 
Indostan, the value of the precious metals, when 
the Europeans first began to trade to those coun- 
tries, was much higher than in Europe ; and it still 
continues to be so. In rice countries, which gene- 
tally yield two, sometimes three crops in the year, 
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•ach of them more plentiful than any common crop 
of corn, the ahundance of food must be much 
greater than in any corn country of equal extent. 
Such countries are accordingly much more popu- 
lous. In them too the rich, having a greater super- 
abundance of food to dispose of beyond what they 
themselTCS can consume, have the means of pur- 
chasing a much greater quantity of the labour of 
other people. The retinue of a grandee in China 
orlndostan accordingly is, by all accounts, much 
more numerous and splendid than that of the richest 
subjects in Europe. The same superabundance of 
food, of which they have the disposal, enables them 
to give a greater quantity of it for all those singular 
and rare productions which nature furnishes but in 
very small quantities ; such as the precious metals 
and the precious stones, the great objects of the 
competition of the rich. Though the mines, there* 
fore, which supplied the Indian market had been as 
abundant as those which supplied the European, 
such commodities would naturally exchange for a 
greater quantity of food in India than in Europe. 
But the mines which supplied the Indian market 
with the precious metals seem to have been a good 
deal less abundant, and those which supplied it with 
the precious stones a good deal more so, than the 
mines which supplied the European. The precious 
metals, therefore, would naturally exchange in India 
for somewhat a greater quantity of the precious 
stones, and for a much greater quantity of food 
than in Europe. The money price of diamonds, the 

k2 
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greatest of ail superfluities, would -be somewhat 
lower, and that of food, the first of all necessaries, a 
great deal lower in the one country than in the 
other. But the real price of labour, the real quan- 
tity of the necessaries of life which is given to the 
labourer, it has already been observed, is lower both 
in China and Indostan, the two great markets of 
India, than it is through the greater part of Europe^ 
The wages of the labourer will there purchase a 
smaller quantity of food ; and as the money price of 
food is much lower in India than in Europe, tlie 
money price of labour is there lower upon a double 
account; upon account both of the small quantity 
of food which it will purchase, and of the low price 
of that food. . But in countries of equal art and in- 
dustry, the money price of the greater part of manu- 
factures will be in proportion to the money price, of 
labour; and in manufacturing art and industry, 
China and Indostan, though inferior, seem not tobe 
much inferior to any part of Europe. The money 
price of the greater part of manufactures, there- 
fore, will . naturally be much lower in those great 
empires than it is anywhere in Europe. Through 
the greater part of Europe too the expense of land- 
carriage increases very much both the real and no- 
minal price of most manufactures. It costs more 
labour, and therefore more money, to bring first the 
materials, and afterwards the complete manufacture 
to market. . In China and Indostan the extent and 
variety of inland navigations save the greater part 
of this labour, and consequently of this money, and 
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thereby reduce Btill lower both the real and the no- 
minal price of the greater part of their manufkctures. 
Upon all these accounts, the precious metals are a 
commodity which it always has been, and still con- 
tinues to be, extremely advantageous to carry from 
Europe to India. There is scarce any commodity 
which brings a better price there ; or which, in pro- 
portion to the quantity of labour and commodities 
which it costs in Europe, will purchase or command 
a greater quantity of labour and commodities In 
India. It is more advantageous too to carry silver 
thither than gold; because in China, and the 
greater part of the other markets of India, the pro- 
portion between fine silver and fine gold is but as 
ten, or at most as twelve to one ; whereas in Europe 
It is as fourteen or fifteen to one. In China, and the 
greater part of the other markets of India, ten, or 
at most twelve, ounces of silver, will purchase an 
ounce of gold : in Europe it requires from fourteen 
to fifteen ounces. In the cargoes, therefore, of the 
greater part of European ships which sail to India, 
silver has generally been one of the most valuable 
articles. It is the most valuable article in the Aca- 
pulco ships which sail to Manilla. The silver of the 
new continent seems in this manner to be one of the 
principal commodities by which the commerce be- 
tween the two extremities of the old one is carried 
on, and it is by means of it, in a great measure, 
that those distant parts of the world are connected 
with one another. 
In order to supply so very widely extended a mar- 

k3 
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ket, the quantity of silver . annually brought from 
the mines must not only be sufficient to support that 
continual increase both of coin and of plate whieh 
is required in all thriving countries ; but to repair 
that continual waste and consumption of silver 
which takes place in all countries where that metal 
is used. 

The continual consumption of the precious metals 
in coin by wearing, and in plate both by wearing 
and cleaning, is very sensible ; and in commodities 
of which the use is so very widely extended, would 
alone require a very great annual supply. The con- 
sumption of those metals in some particular manu- 
factures, though it may not perhaps be greater upon 
.the whole than this gradual consumption, is, how- 
ever, much more sensible, as it is much more rapid. 
In the manufactures of Birmingham alone, the 
quantity of gold and silver annually employed in 
gilding and plating, and thereby disqualified from 
ever afterwards appearing in the shape of those 
metals, is said to amount to more than fifty thousand 
pounds sterling. We may from thence form some 
notion how great must be the annual consumption 
in all the different parts of the world, either in ma- 
nufactures of the same kind with those of Birming- 
ham, or in laces, embroideries, gold and silver stuffs, 
the gilding of books, furniture, &c. A considerable 
quantity too must be annually lost in transporting 
those metals from one place to another both by sea 
and by land. In the greater part of the govern- 
ments of Asia, besides, the almost universal custom 
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of concealing treasures in the bowels of the earth, of 
which, the knowledge frequently dies with the per- 
son who makes the concealment, must occasion the 
loss of a still greater quantity. 

The quantity of gold and silver imported at both 

Cadiz and Lisbon (including not only what comes 

under register, but what may be supposed to be 

smuggled) amounts, according* to the best accounts, 

•to about' six millions sterling a year. 

According to Mr. Meggens*, the annual importa- 
tion of the precious metals into Spain, at an average 
of six years ; viz., from 1748 to 1753, both inclu- 
sive; and into Portugal, at an average of seven 
years; viz., from 1747 to 1753, both inclusive; 
amounted in silver to 1,101,107 pounds' weight ; 
and in gold to 49,940 pounds' weight. The silver, 
at sixty-two shillings the pound Troy, amounts to 
3,4i3,431/.'10^. sterling. The gold, at forty-four 
guineas and a half the pound. Troy, amounts to 
2,333,446/. 145. sterling. Both together amount to 
5,746,878/. 4f. sterling. The account of what was 
imported under register, he assures us, is exact. He 
gives us the detail of the particular places from 
which the gold and silver were brought, and of the 
particular quantity of each metal, which, according 
•to the register, each of them afforded. He makes 

* Postscript to the Universal Merchant, pp. 15 and 16. 
This Postscript was not printed till 1756, three years after the 
publication oJf the book^ which has never had a second edition. 
The Postscript is, therefore, to be found in few copies : it cor- 
rects several errors in the book.— A. 
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an allowanoe too for the quantity of each metal 
which he auppoees may hare heen smuggled.' The 
great experience of this judicious merchant renders 
his opinion of considerable weight. 

According to the eloquent and, sometimes, well- 
informed Author of the Philosophical and Political 
History of the Establishment of the Europeans in 
the Two Indies, the annual importation of registered 
gold and silver into Spain, at an average of eleven 
years, viz., from 1754 to 1764, both inclusive; 
amounted to ld,984,l85{- piastres of ten reals. On 
account of what may have been smuggled, however, 
the whole annual importation, he supposes, m^ 
have amounted to seventeen millions of piastfee ; 
whidi, at As. 6ci. the piastre, is equal to 3,825,000/. 
sterling. He gives the detail too c^ the particular 
places from which the gold and silver were brought, 
and of the particular quantities of each metal which, 
according to the register, each of them afforded. 
He informs us too, that if we were to judge of the 
quantity of gold annually imported from the Bmzils 
into Lisbon by the amount of Uie tax paid to the 
king of Portugal, which it seems is one-fifth of the 
standard metal, we might value it at eighteen mil- 
lions of cruzadoes, or forty-five millions of French 
livres, equal to about two millions sterling* On ac- 
count of what may have been smuggled, however, 
we may safely, he says, add to this sum an eighth 
more, or 250,000/. sterling, so that the whole will 
amount to 2,250,000/. sterling. According to this 
account, therefore, the whole annual importation of 
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the precious metals into both Spain and Portugal, 
amounts to about 6,075,000/. sterling. 

Several other very well authenticated, though 
manuscript, accounts, I have been assured, agree in 
making this whole annual importation amount at 
an average to about six millions sterling; some* 
times a little more, sometimes. a little less. 

The annual importation of the precious metals 
into Cadiz and Lisbon, indeed, is not equal to the 
whole annual produce of the mines of America. 
Some part is sent annually by the Acapulco ship» to 
Manilla ; some part is employed in the contraband 
trade which the Spanish colonies carry on with 
those of other European nations ; and some part, 
no doubt, remains . in the country. The mines of 
America, besides, are by no means the only gold 
and silver mines in the world. They are, however, 
by. far the most abundant. The produce of all the 
other mines which are known, is insignificant, it is 
acknowledged, in comparison with theirs ; and the 
far greater part of their produce, it is likewise ac- 
knowledged, is annually imported into Cadiz and 
Lisbon. But the consumption of Birmingham alone, 
at the rate of fifty thousand pounds a year, is equal 
to the hundred-and-twentieth part of this annual im- 
portation at the rate of six millions a year. The 
whole annual consumption of gold and silver, there- 
fore, in all the difierent countries of the world where 
those metals are used, may perhaps be nearly equal 
to the whole annual produce. The remainder may 
be.no more than sufficient, to supply the increasing 
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demand of all thriving countries. It may even have 
fallen so far short of this demand as somewhat to 
raise the price of those metals in the European 
market. 

• The quantity of brass and iron annually brought 
from the mine to the market is out of all proportion 
greater than that of gold and silver. We do not, 
however, upon this account, imagine that those 
coarse metals are likely to multiply beyond the de- 
mand, or to become gradually cheaper and cheaper. 
Why should we imagine that the precious metals are 
likely to do so ? The coarse metals, indeed, though 
harder, are put to much harder uses, and, as they 
are of less value, less care is employed in their pre- 
servation. The precious metals, however, are not 
necessarily immortal any more than they, but are 
liable too to be lost, wasted, and consumed in a great 
variety of ways. 

The price of all metals, though liable to slow and 
gradual variations, varies less from year to year 
than that of almost any other part of the rude pro- 
duce of land ; and the price of the precious metals 
is even less liable to sudden variations than that of 
the coarse ones. HThe durableness of metals is the 
foundation of this extraordinary steadiness of price. 
The com which was brought to market last year, 
will be all or almost all consumed long before the 
end of this year. But some part of the iron which 
was brought from the mine two or three hundred 
years ago, may be still in use, and perhaps some 
part of the gold which was brought from it two or 
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three thousAod years ago* The different masses of 
com which in different years must supply the con* 
sumption of the world, will always be nearly in pro* 
portion to the respective produce of those different 
years. But the proportion between the different 
masses of iron which may be in use in two different 
years, will be very little affected by any accidental 
difference in the produce of the iron mines of those 
two years ; and the proportion between the masses 
of gold will be still less affected by any such differ- 
ence in the produce of the gold mines. Though the 
produce of the greater part of metallic mines, there* 
fore, varies, perhaps, still more from year to year 
than that of the greater part of corn-fields, Uiose 
variations have not the same effect upon the price of 
the one species of commodities, as upon that of the 
other. 



Variaiions in the Proportion between the respective 
Values of Gold and Silver. 

Before the discovery of the mines of America, the 
value of fine gold to fine silver was regulated in 
the different mints of Europei between the proppp- 
tionofone to ten and one to twelve; that is, an 
ounce of fine gold was supposed to be worth from 
ten to twelve ounces of fine silver. About the mid- 
dle of the last century it came to be regulated, be-> 
tween the proportions of one to fourteen and one tp 
fifteen ; that is, an ounce of fine gold came to be 
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fupposed worth between fourteen and fifteen oances 
of fine silver. Gold rose in its nominal value, or in 
the quantity of silver which wais given for it. Both 
metals sunk in their real value, or in the quantity of 
labour which they could purchase ; but silver sunk 
more than gold. Though both the gold and silver 
mines of America exceeded in fertility . all those 
which had ever been known before, the fertility of 
the silver mines had, it seems, been proportionably 
still greater than that of the gold ones. 

The great quantities of silver carried annually 
from Europe to India, have, in some of the English 
settlements, gradually reduced the value of that 
metal in proportion to g^ld. In the mint of Cal* 
cutta, an ounce of fine gold is supposed to be worth 
fifteen ounces of fine silver, in the same manner as 
in Europe. It is in the mint, perhaps, rated too 
high for the value which it bears in the market of 
Bengal. In China,' the proportion of gold to silver 
still continues as one to ten,, or one to twelve. In 
Japan, it is said to be as one to eight. , 

The proportion between the quantities of gold and 
silver annually imported into Europe, according to 
Mr. Meggens's account, is as one to twenty-two 
nearly ; that is, for one ounce of gold there are im- 
ported a little more than twenty-two ounces of sil- 
ver. - Th<B great quantity of silver sent annually to 
the East Indies, reduces, he supposes, the quan- 
tities of those metals which remain in Europe, to 
the proportion of one to fourteen or fifteen, the 
proportion of their values. The proportion between 
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their values, be seems to think, must necessarily be 
the same as that between their quantities, and would 
therefore be as one to twenty-two, were it not for 
this greater exportation of silver. 

But the ordinary proportion between the respec- 
tive values of two commodities is not necessarily the 
same as that between the quantities of them which 
are commonly in the market. The price of an ox, 
reckoned at ten gfuineas, is about threescore times 
the price of a lamb, reckoned at Ss. 6d, It would 
be absurd, however, to infer from thence, that there 
are commonly in the market threescore lambs for 
one ox : and it would be just as absurd to infer, be- 
cause an ounce of gold will commonly purchase 
from fourteen to fifteen ounces of silver, that there 
are commonly in the market only fourteen or fifteen 
ounces of silver for one ounce of gold. 

The quantity of silver commonly in the market, 
it is probable, is much greater in proportion to that 
of gold, than the value of a certain quantity of gold 
is to that of an equal quantity of silver. The whole 
quantity of a cheap commodity brought to market 
is commonly not only greater, but of greater value, 
than the whole quantity of a dear one. The whole 
quantity of bread annually brought to market is not 
only greater, but of greater value than the whole 
quantity of butcher's-meat ; the whole quantity of 
butoher's-meat, than the whole quantity of poultry ; 
and the whole quantity of poultry, than the whole 
quantity of wild- fowl. There are so many more 
purchasers for the cheap than for the dear com- 
voi.. II. I. 
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modityj that, not only a greater quantity of it, 
but a greater value, can commonly be disposed of. 
The whole quantity, therefore, of the cheap com- 
modity must commonly be greater in proportion to 
the whole quantity of the dear one, than the value of 
a certain quantity of the dear one is to thfe value of 
an equal quantity of the cheap one. • When we coi*ri- 
pare the precious metals with one another, silver is 
a cheap, and gold a dear commodity. We ought na- 
turally to expect, therefore, that there should always 
be in the market, not only a greater quantity, but a 
greater value of silver than of gold. Let any man, 
who has a little of both, compare his own silver with 
his gold plate, and he will probably find, that, not 
only the quantity, but the value of the former greatly 
exceeds that of the latter. Many people, besides, 
have a good deal of silver who have no gold pi ate j 
which, even with those who have it, is generally 
confined to watch-cases, snuff-boxes, and such like 
trinkets, of which the whole amount is seldom of 
great value. In the British coin, indeed, the value 
of the gold preponderates greatly, but it is not so in 
that of all countries. In the coin of some countries 
the value of the two metals is nearly equal. In the 
Scotch coin, before the union with England, the 
gold preponderated very little, though it did some- 
what*, as it appears by the accounts of the mint. 
In the coin of many countries the silver preponder- 
ates.- In France, the largest sums are commonly 

* See Ruddiman's Preface to Anderson's Biplomata, &c. 
Sootia. — A. 
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paid-in that metal, and it is there difficult to get 
more gold than what is necessary to carry about in 
your pocket. The superior value, however, of the 
silver plate above that of the gold, which takes 
place in all countries, will much more than com- 
pensate the preponderancy of the gold coin above 
the silver, which takes place only in some countries. 
Though, in one sense of the word, silver always 
has been, and probably always will be, much cheaper 
than gold ; yet, in another sense, gold may, per- 
haps, in the present state of the Spanish market, be 
said to be somewhat cheaper than silver. A com- 
modity may be said to be dear or cheap, not only 
according to the absolute greatness and smallness 
of its usual price, but according as that price is more 
or less above the lowest for which it is possible to 
bring it to market for any considerable time to- 
gether. This lowest price is that* which barely re- 
places, with a moderate profit, the stock which must 
be employed in bringing the commodity thither. It 
is the price which aflfbrds nothing to the landlord, 
of which rent makes not any component part, but 
which resolves itself altogether into wages and pro- 
fit. But, in the present, state of the Spanish mar- 
ket, gold is certainly somewhat nearer to this Ibwest 
price than silver. The tax of the King of Spain 
upon gold is only one-twentieth part of the standard 
metal, or five per cent. ; whereas his tax upon silver 
amounts to one-tenth part of it, or to ten per cent. 
In these taxes too, it has already been observed, 
consists the whole rent of the greater part of the 

l2 
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■gold and silver mines of Spanish America; and 
that upon gold is still worse paid than that upon 
silver. The profits of the undertakers of gold mines 
too, as they more rarely make a fortune, must, in 
general, be still more moderate than those of the 
undertakers of silver mines. The price of Spanish 
gold, therefore, as it affords both less rent and less 
profit, must, in the Spanish market, be somewhat 
nearer to the lowest price for which it is possible to 
bring it thither, than the price of Spanish silver. 
When all expenses are computed, the whole quan- 
tity of the one metal, it would seem, cannot, in the 
Spanish market, be disposed of so advantageously as 
the whole quantity of the other. The tax, indeed^ 
of the King of Portugal upon the gold of the Brazils, 
is the same with the ancient tax of the King of Spain 
upon the silver of Mexico and Peru ; or one-fifth 
part of the standard metal. It may, therefore, be 
uncertain whether to the general market of Europe 
the whole mass of American gold comes at a price 
nearer to the lowest for which it is possible to bring 
it thither, than the whole mass of American silver. 

The price of diamonds and other precious stones 
may, perhaps, be still nearer to the lowest price at 
which it is possible to bring them to market, than 
even the price of gold. 

Though it is not very probable, that any part of 
a tax which is not only imposed upon one of the 
most proper subjects of taxation, a mere luxury and 
superfluity,' but which affords so very important a 
revenue, as the tax upon silver, will ever be given 
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up as lon^ as it is possible to pay it ; yet the same 
impossibility of paying it, which in 1736 made it 
necessary to reduce it from one-fifth to one-tenth, 
may in time make it necessary to reduce it still 
farther ; in the same manner as it made it necessary 
to reduce the tax upon gold to one-twentieth. That 
the silver mines oi Spanish America, like all other 
mines, become gradually more expensive in the work- 
ing, on account of the greater depths at which it is 
necessary to carry on the works,' and of the gpneater 
expense of drawing out the water, and of supplying 
them with fresh air at those depths, is acknowledged 
fay everybody who has inquired into the state of those 
mines. 

These causes, which are equivalent to a growing 
scarcity of silver (for a commodity may be said to 
grow scarcer when it becomes more difficult and 
expensive to collect a certain quantity of it), must, 
in time, produce one or other of the three following 
events. The increase of the expense must either, 
first, be compensated altogether by a proportionable 
increase in the price of the metal ; or secondly, it 
must be compensated altogether by a proportionable 
diminution of the tax upon silver; or thirdly, it 
must be compensated partly by the one, and partly 
by the other of those two expedients. This third 
event is very possible. As gold rose in its price in 
proportion to silver, notwithstanding a great diqii- 
hution of the tax upon gold ; so silver might rise in 
its price in proportion to labour and commodities, 
notwithstanding an equal diminution of the tax upon 
silver. l 3 
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Such successive reductions of the tax, however, 
though they may not prevent altogether, must cer- 
tainly retard, more or less, the rise of the value of 
silver in the European market. In consequence of 
such reductions, many mines may he wrought which 
could not he wrought before, because they could not 
afford to pay the old tax; and the quantity of silver 
annually brought to market must always be some- 
what greater, and, therefore, the value of any given 
quantity somewhat less, than it otherwise would 
have been. In consequence of the reduction in 
1736, the value of silver in the European market, 
though it may not at this day be lower than before 
that reduction, is, probably, at least ten per cent, 
lower than it W9uld have been, had the Court of 
Spain continued to exact the old tax» 

That, notwithstanding this reduction, the value of 
silver has, during the course of the present century, 
begun to rise somewhat in the European market, 
the facts and arguments which have been alleged 
above, dispose me to believe, or more properly to sua* 
pect and conjecture ; for the best opinion which I 
can form upon this subject scarce, perhaps, deserves 
the name of belief. The rise, indeed, supposing 
there has been any^ has hitherto been so very small, 
that after all that has been said, it may, perhaps, 
appear to many people uncertain, not only whether 
this event has actually taken place; but whether 
the contrary may not have taken place, or whether 
the value of silver mav not stiH continue to fall in 
the European market. 
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It must be observed, however, that whatever 
may be the supposed annual importation of gold 
and silver, there must be a certain period, at which 
the annual consumption of those metals will be 
equal to that annual importation. Their con- 
sumption must increase as their mass increases, or 
rather in a much greater proportion. As their mass 
increases, their value diminishes. They are more 
used, and less ci^red for, and their consumption con- 
sequently increases in a greater proportion than 
their mass. After a certain period, therefore, the 
annual consumption of those metals must, in this 
manner, become equal to their annual importation, 
provided that importation is not continually in- 
creasing ; which, in the present times, is not sup- 
posed to be the ease. 

If, when .the annual consumption has become 
equal to the annual importation, the annual impor- 
tation should gradually diminish, the annual con- 
sumption may, for some time, exceed the annual 
importation. The mass of those metals may gra- 
dually and insensibly diminish, and their value 
gradually and insensibly rise, till the annual im- 
portation becoming again stationary, the annual 
consumption will gradually and insensibly accom- 
modate itself to what that annual importation can 
maintain. 
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Grounds of the Suspicion that the Value of Silver 
still continues to decrease. 

The increase of the wealth of !p2urope, and the po- 
pular notion that, as the quantity o( the precious 
•pietals naturally increases with the increase of 
wealthy so their value diminishes as their quaaiity 
iaereasesi may, perhap^) dispose many people to her 
lieve that their value still continues to fall in the 
European market ; and the still gradually inereas* 
ing price of many parts of the rude produce of land 
may confirm them still further in this opinion. 

That that increase in the quantity of the precious 
mets^ls, which arises in any country from the in- 
crease of wealth, has no tendency to dimi)iish their 
value, I have endeavoured to show already. Gold 
and silver naturally resort to a rich country, foi* the 
same reason that all sorts of luxuries and curiosities 
resort io it; not because they are cheaper there 
than in poorer countries, but because they are 
dearer, or because a better price is given for them. 

It is the superiority of price which attracts them, 
aad as soon as that superiority ceases, they neces* 
sarily cease to go thither. 

If you except l;om and such other vegetables as 
are raised altogether by human industry, that all 
other sorts of rude produce, cattle, poultry, gaine of 
all kinds, the useful fossils and minerals of the 
earth, &c. naturally grow dearer as the society ad- 
vances in wealth and improvement, I have endea- 
voured to show already. Though such commodities, 
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therefore, come to exchange for a greater quantity 
of silver than before, it will not from thence follow 
that silver has become really cheaper, or will pur- 
chase less labour than before, but that such com- 
modities have become really dearer, or will purchase 
more labour than before. It is not their nominal 
price only, but their real price which rises in the 
progress of improvement. The rise of their nominal 
price is the effect, not of any degradation of the 
value of silver, but of the rise in their real price. 



Different Effects of the Progress of Improvement 
upon three different Sorts of rude Produce. 

These different sorts of rude produce may be 
divided into three classes. - The first comprehends 
those which it is scarce in the power of human in- 
dustry to multiply at all. The second, those which 
it can multiply in proportion to the demand. The 
third, those in which the efficacy of industry is either 
limited or uncertain. In the progress of wealth and 
improvement, the real price of the first may rise to 
any degree of extravagance, and seems not to be 
limited by any certain boundary.* That of the se- 
cond, though it may rise greatly, has, however, a 
certain boundary beyond which it cannot well pass 
for any considerable time together. That of the 
third, though its natural tendency is to rise in the 
progress of improvement, yet in the same degree of 
improvement it may sometimes happen even to fall. 
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90fiaetime(& to continue the same, and sometimes to 
lisiS mor^ or lo^» according as different accidents 
render tbe efforts of human industry, in multiplying 
tjm sort of r^de produiie, more or less successfuU 

First Sort 

'J!^E first sort of rude produce of which the price 
rises in the progress of improvement, is that which 
it is scarce in the power of human industry to mul- 
tiply at all. Jt ponsists in those things which nar 
ture produces only in certain quantities, and which 
heing of a very perishahle nature, it is impossible to 
accumulate together the produce of mapy different 
seasons. Such are the greater part of rare and sin- 
gular birds and fishes, many different sorts of game, 
almost all wild-fowl, all birds <^ passage in partiou- 
lar» as well as many other things. When wealth 
and the luxury which accompanies it increase, the 
demand for these is likely to increase with them, and 
'DO effort of human industry may be able to increase 
the supply much beyond what it was before this in- 
crease of the den^and. The quantity of such com- 
modities, therefore, remaining the same, or nearly 
tbe same, while the competition to purchase them is 
continually increasing, their price may rise to any 
degree of extravagance, and seems not to be limited 
by any certain boundary. If woodcocks should be- 
come so fashionable as to sell for twenty guineas 
a-piece, no effort of human industry could increase 
the number of those brought to market, much be- 
yond what it is at present. The high price paid by 
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the Romans, In the time of theii* greatest grandetii", 
for rare birds and fishes, may in this manner easily 
be accounted for. These prices were not the effects 
of the low value of silver in those times, but of th^ 
high value of such rarities and curiosities as human 
industry could not multiply at pleasure. Th^ real 
value of silver was higher at Rome, for some timtf 
before and after the fall of the republic, than it h 
through the greatdr part of Europe at present. 
Three sestertii, «qual to about sixpence sterling, WaS 
the price which the republic paid for thd modius (ft 
peck of the tithe-^heat of Sicily. This price, how- 
ever, ^-as probably below the average raafket-pric^, 
the obligation to deliver their \^heat at this rate be- 
ing considered ks a tax upon the Sidlian farmers. 
When the Romans, therefore, had occasion to ordef 
more corn than the tithe of wheat amounted to, they 
were bound by capitulation to pay for the sufpltis 
at the rate of four sestefrtii, or eight-pence sterling 
the peck ; and this had probably been reckoned the 
moderate and reasonable, that is, the ordinary of 
aterage oontracf price of those times ; it is 6qual to 
about one-and-twenty shillings the quarter. Bight- 
and-tWenty shillings the quarter wtis, before the la^e^ 
years of scarcity, the Ordinary contract ptiee of Eng- 
lish wheat, which in quality is inferior to the Sici- 
lian, and generally sells for a lower price in the 
European market. The value of silver, therefore, 
in those ancient times, must have been to its value 
in the present, as three to four inversely ; that is, 
three ounces of silver would then have purchased 
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the same quantity of labour and commodities which 
four ounces will do at present. When we read in 
Pliny, therefore, that Seius* bought a white night- 
ingale, as a present for the empress Agrippina, at 
the price of six thousand sestertii, equal to about 
fifty pounds of our present money; and that Asinius 
Celerf purchased a surmullet at the price of eight 
thousand sestertii, equal \o about sixty-six pounds 
thirteen shillings and four-pence of our present 
money ; the extravagance of those prices, how much 
soever it may surprise us, is apt, notwithstanding, 
to appear to us about one-third less than it really 
was. Their real price, the quantity of labour and 
subsistence which was given away for them, was 
about one-third more than their nominal price is apt 
to express to us in the present times. Seius gave for 
the nightingale the command of a quantity of labour 
and subsistence equal to what 66/. IS; . 4d. would 
purchase in the present times ; and Asinius Celer 
gave for a surmullet the command of a quantity 
equal to what 88/. 17; . Q^d. would purchase. What 
occasioned the extravagance of those high prices 
was, not so much the abundance of silver, as the 
abundance of labour and subsistence, of which those 
Romans had the disposal, beyond what was neces- 
sary for their own use. The quantity of silver, of 
which they had the disposal, was a good deal less 
than what the command of the same quantity of la- 
bour and subsistence would have procured to them 
in th^ present times. 

* Lib. z. c 29.— Ar f ^^^' ^ ^* 17*— ^A» 
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Second Sort, 

Thb second sort of rude produce of which the price 
rises in the progress of improTement, is that which 
human industry can multiply in proportion to the 
demand. It consists in those useful plants and ani- 
mals, which, in uncultivated countries, nature pro- 
duces with such profuse ahuudance, that they are of 
little or no value, and which, as cultivation advances, 
are therefore forced to give place to some more 
profitable produce. During a long period in the 
progress of improvement, the quantity of these is 
continualfy diminishing, while- at the same time the 
demand for them is continually increasing. Their 
real value, therefore, the real quantity of labour 
which they will purchase or command, gradually 
rises, till at last it gets so high as to render them as 
profitable a produce as anything else which human 
industry can raise upon the most fertile and best 
cultivated land. When it has g^t so high it cannot 
well go higher. If it did, more land and more in- 
dustry would soon be employed to increase their 
quantity. 

When the price of cattle, for example, rises so 
high that it is as profitable to cultivate land in order 
to raise food for them, as in order to raise food for 
man, it cannot well go higher. If it did, more com 
land would soon be turned into pasture. The ex- 
tension of tillage, by diminishing the quantity of 
wild pasture, diminishes the quantity of butcher's- 
meat which the country naturally produces without 

M 
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labour or cultivation^ and by increasing the number 
of those who have either corn, or, what comes to the 
same thing, the price of com, to give in exchange 
for it, increases the demand. The price of butcher's- 
meat, therefore, and consequently of cattle, must 
gradually rise till.it gets so high, that it becomes as 
profitable to employ the most fertile and best cul- 
tivated lands in raising food for them as in raising 
com. But it must always be late in the progress of 
improvement before tillage can be so far extended 
as to raise the price of cattle to this height ; and 
till it has got to this height, if the country is ad- 
vancing at all, their price must be continually rising. 
There are, perhaps, some parts of Europe in which 
the price of cattle has not yet got to this height. 
It had not got to this height in any part of Scotland 
before the union. Had the Scotch cattle been 
always confined to the market of Scotland, in a 
country in which the quantity of land, which can 
be applied to no other purpose but the feeding of 
cattle, is so great in proportion to what can be ap- 
plied to other purposes, it is scarce possible, perhaps, 
that their price could ever have risen so high as to 
render it profitable to cultivate land for the sake of 
feeding them. In England, the price of cattle, it 
has already been observed,' seems, in the neighbour- 
hood of London, to have got to this height about 
the beginning of the last century ; but it was much 
later probably before it got through the greater 
part of the remoter counties ; in some of which, 
perhaps, it may scarce yet have got to it Of all the 
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different substances, howeyer, which compose this 
second sort of rude produce, cattle is, perhaps, that 
of which the price, in the progress of improvement, 
first rises to this height. 

Till the price of cattle, indeed, has got to this 
height, it seems scarce possible that the greater part, 
even of those lands which are capable of the highest 
cultivation, can be completely cultivated. In all 
farms too distant from any town to carry manure 
from it, that is, in the far gpreater part of those of 
every extensive country, the quantity of well-culti- 
vated land must be in proportion tothe quantity of 
manure which the farm itself produces; and this 
again must be in proportion to the stock of cattle 
which are maintained upon it. The land is ma< 
Bured either by pasturing the cattle upon it, or by 
feeding them in the stable, and fVom thence carrying 
out their dung to it. But unless the price of the 
cattle be sufficient to pay both this rent and profit of 
cultivated land, the farmer canftot afibrd to pas- 
ture them upon it ; and he can still less afibrd to 
feed them in the stable. It is with the produce of 
improved and cultivated land only, that cattle can be 
fed in the stable ; because to collect the scanty and 
scattered produce of waste and unimproved lands 
would require too much labour and be too expensive. 
If the price of the cattle, therefore, is not sufficient 
to pay for the produce of improved and cultivated 
land, when they are allowed to pasture it, that price 
will be still less sufficient to pay for that produce 
when it must be collected with a good deal of addi» 

M 2 
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tional labour, and broug^ht into the stable to them. 
In these circumstances, therefore, no more cattle can, 
with profit, be fed in the stable than what are neces* 
sary for tillage. But these can never afford manure 
enough for keeping constantly in good condition, all 
the lands which they are capable of cultivating. 
What they afford being insufficient for the whole 
farm, will naturally be reserved for the lands to 
which it can be most advantageously or conveniently^ 
applied ; the most fertile, or those, perhaps, in the 
neighbourhood of the farm-yard. These, therefor?, 
will be kept constantly in good condition and fit for 
tillage. The rest will, the greater part of them, be 
allowed to lie waste, producing scarce anything but 
some miserable pasture, just sufficient to keep alive 
a few straggling, half-starved cattle ; the farm, 
though much under-stocked in proportion to what 
would be necessary for its complete cultivation, be- 
ing very frequently overstocked in proportion to its 
actual produce. A portion of this waste land, however, 
after having been pastured in this wrMched manner 
for six or seven years together, may be ploughed up, 
when it will yield, perhaps, a poor crop or two of bad 
oats, or of some other coarse grain, and then being 
entirely exhausted, it must be rested and pastured 
again as before, and another portion ploughed up to 
be in the same manner exhausted and rested again 
in its turn. Such accordingly was the general sys- 
tem of management all over the low country of 
Scotland before the union. The lands which were 
kept constantly well manured and in good condition. 



ebA9. St.] R%N« 6P LAND. 1)5 

i^ldotn exceeded a third or a fourth part of the whole 
farm, and sometimes did not amount to a fifth or a 
sixth part of it. The rest were never manured, hut 
a certain portion of them was in its turn, notwith* 
standing, regularly cultivated and exhausted. Un* 
der this system of management, it is evident, even 
that part of the lands of Scotland which is capable 
of good cultivation, could produce but little in com- 
parison of what it may be capable of producing. 
But how disadvantageous soever this system may 
appear, yet before the union the low price of cattle 
seems to have rendered it almost unavoidable. If, 
notwithstanding a great rise in their price, it still con- 
tinues to prevail through a considerable part of the 
country, it is owing, in many places no doubt, to 
ignorance and attachment to old customs, but in 
most places to the unavoidable obstructions which 
the natural course of things opposes to the imme- 
diate or speedy establishment of a better system: 
first, to the poverty of the tenants, to their not having 
yet had time to acquire a stock of cattle sufficient to 
cultivate their lands more completely, the same rise 
of price which would render it advantageous for them 
to maintain a greater stock, rendering it more diffi- 
cult for them to acquire it ; and, secondly, to their 
not having yet had time to put their lands in condi- 
tion to maintain this greater stock properly, sup- 
posing they were capable of acquiring it The 
increase of stock and the improvement of land are 
two events which must go hand in hand, and of which 
the one can no where much out-run the other. 

m3 
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Without some increase of stock, there can be scarce 
any improvement of land, but there can be no con- 
siderable increase of stock but ia consequence of a 
considerable improvement of land ; because other*; 
wise the land could not maintain it. These natural 
obstructions to the establishment of a better system, 
cannot be removed but by a long course of frugality 
and industry ; and half a century or a century more, 
perhaps, must pass away before the old system, 
which is wearing out gradually, can be completely 
abolished through all the different parts of the coun- 
try. Of all the commercial advantages, however, 
which Scotland has derived from the union with 
England, this rise in the price of cattle is, perhaps, 
the greatest* It has not only raised the value of all 
highland estates, but it has, perhaps, been the prin- 
cipal cause of the improvement of the low country. 
In all new colonies the great quantity of waste 
land, which can for many years be applied to no 
other purpose but the feeding of cattle, soon renders 
them extremely abundant, and in every thing great 
cheapness is the necessary consequence of great 
abundance. Though all the cattle of the European 
colonies in America were originally carried from 
Europe, they soon multiplied so much there, and 
became of so little value, that even horses were 
allowed to run wild in the woods without any owner 
thinking it worth while to claim them. It must be 
a long time after the first establishment of such 
colonies, before it can become profitable to feed cattle 
upon the produce of cultivated land. The same 
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causes,, therefore, the want of manure, and the dis- 
proportion between the stock employed in cultivation, 
and the land which it is destined to cultivate, are 
likely to introduce there a system of husbandry not 
unlike that which still continues to take place in so 
many parts of Scotland. Mr. Kalm, the Swedish 
traveller, when he gives an account of the husbandry 
of some, of the English colonies in North America, 
as he found it in 1749, observes, accordingly, that he 
can with difficulty discover there the character of the 
English nation, so well skilled in all the different 
branches of agriculture. They make scarce any ma- 
nure for their corn fields, he says ; but when one 
piece of ground has been exhausted by continual 
cropping, they clear and cultivate another piece of 
fresh land ; and when that* is exhausted, proceed to 
a third. Their cattle are allowed to wander through 
the woods and other uncultivated grounds, where 
they are half-starved; having long ago extirpated 
almost all the annual grasses by cropping them too 
early in the spring, before they had time to form 
their flowers, or to shed their seeds*. The annual 
grasses were, it seems, the best natural grasses in 
that part of North America ; and when the Eu- 
ropeans first settled there, they used to grow very 
thick, and to rise three or four feet high. A piece 
of ground which, when he wrote, could not maintain 
one cow, would in former times, he was assured, 
have maintained four, each of which would have 

* KaJm'i Travels, vol. i. p, M3, 344^A 
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given four times tte quantity of milk ^hich that one 
was capable of giving. The poorness of the pasture 
had, in his opinion, occasioned the degradation of 
their cattle, which degenerated sensibly from one 
generation to another. They were probably not un- 
like that stunted breed which was common all over 
Scotland thirty or forty years ago, and whicli is now 
•so much mended through the greater part of th6 
low country, not so much by a change of the breed, 
though that expedient has been employed in some 
places, as by a more plentiful method of feeding 
them. 

Though it is late, therefore, in the progress of 
improvement before cattle can bring such a price as 
to render it profitable to cultivate land for the sake 
of feeding them ; yet of all the different parts which 
compose this second sort of rude produce, they are 
perhaps the first which bring this price; because 
till they bring it, it seems impossible that improve- 
ment can be brought near even to that degree of 
perfection to which it has arrived in many parts of 
Europe. 

As cattle are among the first, so perhaps venison 
is among the last parts of this sort of rude produce 
which bring this price. The price of venison in 
Great Britain, how extravagant soever it may appear, 
is not near sufficient to compensate the expense of d 
deer park, as is well known to all those who have 
had any experience in the feeding of deer. If it was 
otherwise, the feeding of deer would soon become an 
article of common farming, in the same manner as 
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the feeding of those small birds called Turdi. was 
among the ancient Romans. Varro and Columella 
assure us, that it was a most profitable article. The 
fattening of ortolans, birds of passage which arrive 
lean in the country, is said to be so in some parts 
of France. If venison continues in fashion, and the 
wealth and luxury of Great Britain increase as they 
have done for some time past, its price may very 
probably rise still higher than it is at present. 

Between that period in the progress of improve- 
ment which brings to its height the price of so ne- 
cessary an article as cattle„ and that which brings to 
it the price of such a superfluity as venison, there is 
a very long interval, in the course of which many 
other sorts of rude produce gradually arrive at their 
highest price, some sooner and some later, accord- 
ing to different circumstances. 

Thus in every farm the offals of the barn and 
stables will maintain a certain number of poultry. 
These, as they are fed with what would otherwise 
be lost, are a mere save-all ; and as they cost the 
farmer scarce anything, so he can afford to sel^them 
for very little; Almost all that he gets is pure gain, 
and their price can scarce be so low as to discourage 
him from feeding this number. But in countries ill 
cultivated, and, therefore, but thinly inhabited, the 
poultry, which are thus raised without expense, are 
often fully sufficient to supply the whole demand. 
In this state of things, therefore, they are often as 
cheap as butcher' s-meat, or any other sort of animal 
food. But the whole quantity of poultry, which 
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tiie farm in this manner producen without expense, 
must always be much smaller than the whole quan* 
tity of butcher's-meat which is reared upon it; and 
in times of wealth and luxury what is rare, with only 
nearly, equal merit, is always preferred to what is 
common* As wealth and luxury increase, there-' 
fbre, inconsequence of improvement and cultivation, 
the price of poultiy gradually rises above that of 
butcher's«^m6at, till at last it gets so high that it be- 
comes profitable to cultivate land for the sake of 
feeding them. When it has got to this height, it 
cannot well go higher. If it did, more land would 
soon be turned to this purpose. In seyeral provinces 
of France, the feeding of poultry is considered as a 
Very important article in rural economy, and suffi-* 
ciently profitable to encourage the farmer to raise a 
considerable quantity of Indian corn and buck'* 
wheat for this purpose. A middling farmer will 
there sometimes have four hundred fowls in his yard. 
The feeding of poultry seems scarce yet to be gene- 
rally considered as a matter of so much importance 
in England. They are, certainly, however, dearer in 
England than in France, as England receives con- 
siderable supplies from France. In the progress of 
improvement, the period at which every particular 
sort of animal food is dearest, must naturally be that 
which immediately precedes the general practice of 
cultivating land for the sake of raising it. For some 
time before this practice becomes general, the 
scarcity must necessarily raise the price. Afler it 
has become general, new methods of feeding are 
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commonly fallen upon, which enable the faxmer to 
raise upon the same quantity of ground a much 
greater quantity of that particular sort of animai 
food. The plenty not only obliges him to sell 
cheaper, but in consequence of these improvements 
he can afford to sell cheaper ; for if he could not 
afford it, the plenty would not be of long continu* 
ance. It has been probably in this manner that tb^ 
introduction of clover, turnips, carrots, cabbages, 
&c., has contributed ta sink the common price of 
butcher's-meat in the London market somewhat 
below what it was about the beginning of the last 
century. 

The hog, that finds his food among ordure, and 
greedily devours many things rejected by every 
other useful animal, is, like poultry, originally kept 
as a save-all. As long as the number of such ani- 
mals, which can thus he reared at little or no ex- 
« 

pense, is fully sufficient to supply the demand, this 
sort of butcher's-meat comes to market at a much 
lower price than any other. But when the demand 
rises beyond what this quantity can supply, when it 
becomes necessary to raise food on purpose for feed- 
ing and fattening hogs, in the same manner as for 
feeding and fattening other cattle, the price neces- 
sarily rises, and becomes proportionably either 
higher or lower than that of other butcher's-meat, 
according as the nature of the country, and the state 
of its agriculture, happen to render the feeding of 
hogs more or less expensive than that of other cattle. 
In France, according to Mr. 3uffon, the price 9f 
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pork is nearly equal to that of beef. In most 
parts of Great Britain it is at present somewhat 
higher. 

The great rise in the price both of hogs and 
poultry has in Great Britain been frequently imputed 
to the diminution of the number of cottagers and 
other small occupiers of land ; an event which has 
in every part of Europe been the immediate fore* 
runner of improvement and better cultivation, but 
which at the same time mav have contributed to 
raise the price of those articles, both somewhat 
sooner and somewhat faster than it would otherwise 
have risen. As the poorest family can often main- 
tain a cat or a dog, without any expense, so the 
poorest occupiers of land can commonly maintain a 
few poultry, or a sow and a few pigs, at very little. 
The little ojQTals of their own table, their whey, 
skimmed milk and butter-milk, supply those animals 
with a part of their food, and they find the rest in 
the neighbouring fields without doing any sensible 
damage to any body. By diminishing the number 
of those small occupiers, therefore, the quantity of 
this sort of provisions which is thus produced at 
little or no expense, must certainly have been a good 
deal diminished, and their price must consequently 
have been raised both sooner and faster than it would 
otherwise have risen. Sooner or later, however, in 
the progress of improvenient, it must at any rate 
have risen to the utmost height of which it is ca- 
pable of rising ; or to the price which pays the 
labour and expense of cultivating the land which 
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furnishes them with food as well as these are paid 
upon the greater part of other cultivated land. 

The business of the dairy, like the feeding of hogs 
and poultry, is originally carried on as a save-all. 
The cattle necessarily kept upon the farm, produce 
more milk than either the rearing of their own young, 
or the consumption of the farmer's family requires ; 
and they produce most at one particular season. 
But of all the productions of land, milk is perhaps 
the most perishable. In the warm season, when it 
is most abundant, it will scarce keep four-and- 
twenty hours. The farmer, by making it into fresh 
butter, stores a small part of it for a week ; by 
making it into salt butter, for a year; and by 
making it into cheese, he stores a much greater part 
of it for several years. Part of all these is reserved 
for the use of his own &mily. The rest goes to mar- 
ket, in order to find the best price which is to be 
had, and which can scarce be so low as to discou- 
rage him from sending thither whatever is over and 
above the use of his own family. If it is very low, 
indeed, he will be likely to manage his dairy in. a 
very slovenly and dirty manner, and will scarce 
perhaps think it worth while to have a particular 
room or building on purpose for it, but will suffer 
the business to be carried on amidst the smoke, 
filth, and nastiness of his own kitchen ; as was the 
case of almost all the. farmers' dairies in Scotland 
thirty or forty years ago, and as is the case of many 
of them still. The same causes which gradqally 
raise the price of butcher's-meat» the increase of the 

N 
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demaed, imd, in consequence of the improTement of 
the country, the diminution of the quantity which 
Gfui be fed at little or no expense, raise, in the same 
manner, that of the produce of the dairy, of which 
the price naturally connects with that of butcherV 
meat, or with the expense of feeding cattle. The 
increase of price pays for more labour, care, and 
cleanliness. The daipy becomes more worthy of the 
farmer's attention, and the quality of its produce 
gradually improves. The price at last gets so high 
that it becomes worth while to employ some of the 
most fertile and best cultivated lands in feeding 
cattle merely for the purpose of the dairy ; and when 
it has got to this height, it cannot well go higher^ 
If it did, more land^ would soon be turned to this 
purpose. It seems to have got to this height through 
the greater part of England, where mueh good land 
is commonly employed in this manner. If you ex- 
oept the neighbourhood of a few considerable towns, 
it seems not yet to have got to this height anywhere 
in Scotland, where common farmers seldom employ 
much good land in raising food for cattle, merely 
for the purpose of the dairy. The price of the pro- 
duce, thqugh it has risen very considerably within 
these few years, is probably still too low to admit of 
it. The inferiority of the quality, indeed, compared 
with that of the produce of English dairies, is iuUy 
equal to that of the price. But this inferiority of 
quality is, perhaps, rather the effect of thi^ lowneas 
of price than the cause of it. Though the quality 
was much better, th« greater part of what is brouffbt 
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to market could not, I apprehend^ in the pi^sent 
circumstances of the country, be disposed of at a 
much better price ; and the present price, it is pro- 
bable^ would not pay the expense of the land and 
* labour necessary for producing a much better qua- 
lity. Through the greater part of England^ notwith- 
standing the superiority of price, the dairy is not 
reckoned a more profitable employment of land 
than the raising of com, or the fattening of cattle, 
the two great objects of agriculture. Through the 
greater part of Scotland, therefore, it cannot yet be 
even so profitable. 

The lands of no country, it is evident^ can (iVel* 
be completely cultivated and improved, till once the 
price of eVery produce^ which human industry is 
obliged to raise upon them, has got so high as to 
pay for the expense of complete improvement And 
cultivation. In order to do this, the price of each 
particular produce must be sufficient, fitst, to pay 
the rent of good corn-land, as it is that t^hieh regu- 
lates the rent of the greater part of other cultivated 
land ; and secondly, to pay the labour and expense 
of the fkrm^r, as well as they ai^e iiiomtnonly paid 
Upon good eOrn-Und *, or^ in other Words^ Ui rtiplacls 
With tbe ordinaty profits the stock which he employs 
ikboUt it. This rise in the price of ebch particular 
produce, must eVidetitly be previous to the imptovfe- 
ttieht abd cultivation of the land which iis destihed 
ibt raising it. Gaiii is the end df all improvement, 
and nothing- could deserve that naine of Whi<ih loss 
ims to be the necessary cons^qtifencd. But loss 
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must be the necessary consequence of improving 
land for the sake of a produce of ivhich the price 
could never bring back the expense. If the com- 
plete improvement and cultivation of the country 
be, as it most certainly is, the greatest of all public 
advantages, this rise in the price of all those differ- 
ent sorts of rude produce, instead of being considered 
as a public calamity, ought to be regarded as the 
necessary forerunner and attendant of the greatest 
of all public advantages. 

This rise too in the nominal or money-price of all 
£hose different sorts of rude produce has been the 
effect, not of any degradation in the value of silver, 
but of a rise in their real price. They have become 
worth, not only a greater quantity of silver, but a 
greater quantity of labour and subsistence than be- 
fore. As it costs a greater quantity of labour and 
subsistence to bring them to market, so when they 
are brought thither, they represent or are equivalent 
to a greater quantity. 

Third SorL 

The third and last sort of rude produce, of which 
the price naturally rises in the progress of improve- 
ment, is that in which the efficacy of human indus- 
try, in augmenting the quantity, is either limited or 
uncertain. Though the real price of this sort of 
rude produce, therefore, naturally tends to rise in 
the progress of improvement, yet, according as dif- 
ferent accidents happen to render the efforts of hu- 
man industry mere or less successful in augmenting 
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the quantity, it may happen sometimes even to fall, 
sometimes to continue the same in very difibrent 
periods of improvement, and sometimes to rise inore 
or lefts in the same period. 

There ai« some sorts of rude produce which na- 
ture has rendered a kitid of appendages to other 
sorts ; 80 that the quantity of the one which any 
country can afibrd, is necessarily limited hy that of 
the other. The quantity of wool dr of raw hides, 
for example, whieh any country can afford, 16 neees^ 
sftHly limited by the tiumher of great dtid smftU 
cattle that are kept in it. The state of its improve- 
ment, and th^ nature of its agHeuUUrej dgaiti neces- 
sarily determine this numher. 

The same eatiseiSj which, in the progress of im- 
provement, gradually taise the ptice of butchet-'s- 
meat^ should have the same effect, it may be thought, 
upon the priees of wool and rsiw hides, and raise 
them too nearly in the sdme propottion. It prob^ 
bly would be so, if in the rude beginnings of im- 
provement the market for the latter commodities 
was confined within as narrow bounds ad that fdr 
the fbrmer. But the extent of their respective mar- 
kets i^ eomihotlly extremely different. 

The market fbr buteher's-meat is almost every- 
where confined to the Country which produces it. 
Ireland) and some part of British America indeed, 
iinrry on a considerable trade in salt provisions; but 
they are, 1 beliete, the only countries in the commer- 
cial World which do iso, or Which export to Other 

n3 
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countries any considerable part of their butcher's* 
meat. 

The market for wool and raw hides, on the con- 
trary, is in the rude beginnings of impnyvement very 
seldom confined to the country which produces them. 
They can easily be transported to distant countries, 
wool without any preparation, and raw hides with 
very little; and as they are the materials of many 
manufactures, the industry of other countries may 
occasion a demand for them, though that of the 
country which produces them might not occasion 
any. 

In countries ill cultivated, and therefore but thinly 
inhabited, the price of the wool and the hide bears 
always a much greater proportion to that of the 
whole beast, than in countries where, improvement 
and population being further advanced, there is more 
demand for butcher's-meat. Mr. Hume observes, 
that in the Saxon times, the fleece was estimated at 
two-fifths of the value of the whole sheep, and that 
this was much above the proportion of its present 
estimation. In some provinces of Spain, I have 
been assured, the sheep is frequently killed merely 
for the sake of the fleece and the tallow. The car- 
case is often left to rot upon the ground, or to be 
devoured by beasts and birds of prey. If this some- 
times happens even in Spain, it happens almost con- 
stantly in Chili, at Buenos- Ayres, and in many other 
parts of Spanish America, where the horned cattle 
are almost constantly killed merely for the sake of 
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the hide and the tallow. This too used to happen 
almost constantly in Hispaniola, while it was in- 
fested by the Buccaneers, and before the settlement, 
improvement, and populousneds of the French plan- 
tations (which now extend round the coast of almost 
the whole western half of the island) had given 
some value to the cattle of the Spaniards, who still 
continue to possess, not only the eastern part of the 
coast, but the whole inland and mountainous part of 
the country. 

Though in the progress of improvement and popu- 
lation, the price of the whole beast necessarily rises, 
yet the price of the carcase is likely to be much 
more affected by this rise than that of the wool and 
the hide. The market for the carcase, being in the 
rude state of society confined always to the country 
which produces it, must necessarily be extended in 
proportion to the improvement and population of 
that country. But the market for the wool and the 
hides even of a barbarous country often extending 
to the whole commercial world, it can very seldom 
be enlarged in the same proportion. The state of 
the whole commercial world can seldom be much 
affected by the improvement of any particular coun- 
try ; and the market for such commodities may re- 
main the same, or very nearly the same, afler such 
improvements, as before. It should, however, in the 
natural course of things, rather upon the whole be 
somewhat extended in consequence of them. If the 
manufactures, especially, of which those commodi- 
ties are the materials, should ever come to flourish 
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ih the country^ the market, though it might not he 
milch enlarged) would at least he hrought much 
neaiier to the pl&ce of growth than hefore ; and the 
price of those materials might at least he increased 
by what had usually been the expense of transport- 
ing them to distant countries. Though it might 
not Hse therefore in the sailie proportion as that of 
butcherVmeatj it ought naturally to rise somewhat, 
knd it ought certainly not to falL 

In England, however, notwithstanding thi! fldu- 
lishing state Of its woollen manufacture, the price of 
English wool has fallen veiy eoni^iderably since the 
time of Edward III. There are many authentic 
records which demonstrate that during the reign of 
that priuee (towards the middle df the fourteenth 
century 4 or about 1339) what Was reckoned the 
modemte sind reasonable price of the tod or twenty- 
eight pounds of English wool, was not less than ten 
shillings of the money of those times*, containing, 
lit the rate of twenty-pence the ounce, six ounces of 
(Silver ToWer weight, equal to about thirty shillings 
of our present money. In the present times, onc- 
ftnd-twenty shillings the tod niay be reekdned a good 
ptiee for vely good English wool. .The money-price 
of wool, therefore, in the time of Edward III. was 
to its money-price in the present times as ten to 
seven. The superiority of its real price wassti2l 
greater. At the rate of six shillings and eight-pence 
the quarter, ten shillings Was in those ancient timely 

* See Smith's Memoirs of Wool, vol. i. c* 5, 6. and 7 ; also, 
Vol. li. c. 176.— A. 
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the price of twelve bushels of wheat. At the rate 
of twenty-eight shillings the quarter, one-and-twenty 
shillings is in the present times the price of six 
bushels only. The proportion between the real 
prices of ancient and modern times, therefore, is as 
twelve to six, or as two to one. In those ancient 
tiroes a tod of wool would have purchased twice the 
quantity of subsistence which it will purchase at 
present; and consequently twice the quantity of 
labour, if the real recompense of labour had been 
the same in both periods. 

This degradation both in the real and nominal 
value of wool, could never have happened in conse- 
quence of the natural course of things. It has ac- 
cordingly been the effect of violence and artifice : 
First, of the absolute prohibition of exporting wool 
from England : Secondly, of the permission of im- 
porting it from Spain duty free : Thirdly, of the 
prohibition of exporting it from Ireland to any other 
country but England. In consequence of these 
regulations, the market for English wool, instead of 
being somewhat extended in consequence of the im- 
provement of England, has been confined to the 
home market, where the wool of several other coun- 
tries is allowed to come into competition with it, and 
where that of Ireland is forced into competition 
with it. As the woollen manufactures too of Ire- 
land are fully as much discouraged as is consistent 
with justice and fair dealing, the Irish can work 
up but a small part of their own wool at home, and 
are, therefore, obliged to send a greater proportion 



Of it to Great Britain, the only market they are 
allowed. 

I have not beeA able to fihd any such authen- 
tic records concerning the prite of raw hides ih 
ancient times. Wool was commonly paid fts A 
subsidy to the king, and its valuation in that subsidy 
ascertfetins, at least in sdme degree, what Was its or^ 
dinliry pric^. But this seems nbt to havfe beeh the 
ciaise with raw hides. Fleetwoodj however, from an 
necouht in 1425, between the prior of Burcester 
Oxford and one of his canoUs$ giVes Us their prieb, 
iX least as it was stated^ upoU that pdrtitiUlar occa- 
sidU ; viz.j five bx-hides iat twelve shillings ; fiVfe 
lx)w-bides atfitiven shillingte and three-pehc^ ; thii'ly- 
six shisep^skiiils Of tWo years did at nihe shillings ; 
^ixte^tt calf-skins at two shillings. In 1425, twdve 
iihilliUgs contained about the same quantity of silvel* 
as four-and-twenty shillings of our present motley. 
Ah ox-hide^ therefore^ Was in this account valued at 
the same quantity of silver as 4*. f ths of bur present 
money. Its nominal price was a gbod deal lower 
thart at presents But at the rate of six shillings aUd 
eight-pence the quarter, twelve shillings WbUld ih 
thbse times have purchased fourteen bushels and 
fbur^fifths of a bushel of wheat, which, at thfee and 
sixpence the bushel. Would in the present timed cbst 
5l9. Ad. An ox-hide, therefbre, Would in those 
times have purchased as much com as teh shilliUgs 
and three-pence would purchase at present. Its 
teal Value was equal to ten shillings and three- 
pence of our t)resettt money. In those an- 
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eieot timea when the eetile were half staired 
duripg the greater part of the wiilter, we eannot 
suppose that they were of a very large siae. An 
QX*hide whieh weighs fpur stone of sixteen pounda 
of avoirdupoiSy is not in the present times reckoned a 
bad one j an4 in thoae ancient times would probably 
have been reckoned a very good one. But at halfr 
a-orown the stone, whieh at this moment (February 
1779) I Understand to be the common price, such 
a hide would at present cost only ten shillings* 
Though its nominal price, therefore, is higher in the 
present than it was in those ancient times, its real 
price, the veal quantity ctf subsistenoe whieh it will 
purchase or command, is rather somewhat loweiu 
The prioe of cow-hidea, as stated in the above aor 
count, is nearly in the common proportion to that 
of ox-hides. That of sheep-skins is a good deal 
above it. They had probably been sold with the 
wool. That of oalve»-skins, on the contrary, is 
greatly below it. In countries where the pnee 
of cattle is very low, the calves, whieh are not in- 
tended to be reared in order to keep up the stock, 
are generally killed very young ; as was the case in 
Seotland twenty or thirty years ago. It saves the 
milk, which their price would not pay for. Their 
skins, therefore, are commonly gocid for Httle. 

The price of raw hides is a good deal lower at 
present than it was a few years ago ; owing fMobably 
to the taking off the duty upon seal-skins, and to 
the allowing, for a limited time, the importation Off 
raw hides fhun Ireland and from the plantations 
duty free, which was done in 17€9. Take the whole 
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of the present century at an average, their real price 
has probably been somewhat higher than it was in 
those ancient times. The nature of the commodity 
renders it not quite so proper for being transported 
to distant markets^ as wool. It suffers more by 
keeping. A salted hide is reckoned inferior to a 
fresh one, and sells for a lower price. This circum- 
stance must necessarily have some tendency to sink 
the price of raw hides produced in a country which 
does not manufacture them, but is obliged to export 
them ; and comparatively to raise that of those 
produced in a country which does manufacture them. 
It must have some tendency to sink their price in a 
barbarous, and to raise it in an improved and ma- 
nufacturing country. It must have had some ten- 
.dency therefore to sink it in ancient, and to raise it 
in modem times. Our tanners besides have not 
been quite so successful as our clothiers, in con- 
vincing the wisdom of the nation, that the safety of 
the commonwealth depends upon the prosperity of 
their particular manufacture. They have accord- 
ingly been much less favoured. The exportation of 
raw hides has, indeed, been prohibited, and declared 
a nuisance ; but their importation from foreign 
countries has been subjected to a duty ; and though 
this duty has been taken off from those of Ireland 
and the plantations (for the limited time of five 
years only), yet Ireland has not been confined to 
the market of Great Britain for the sale of its sur- 
plus hides, or of those which are not manufactured 
at home. The hides of common cattle have but 
within these few years been put among the enume- 
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rated commcMlities which the plantations can send 
nowhere hut to the mother country ; neither has 
the commerce of Ireland heen.in this case oppressed 
hitherto, in order to support the manufactures of 
Great Britain. 

Whatever regulations tend to sink the price either 
of wool or of raw hides helow what it naturally 
would be, must, in an improved and cultivated 
country, have some tendency to raise the price of 
butcher' s-meat. The price both of the great, and. 
small cattle, which are fed on improved and cul- 
tivated land, must be sufficient to pay the rent which 
the landlord, and the profit which the farmer has 
reason to expect from improved and cultivated land. 
If it is not, they will soon cease to feed them. What- 
ever part of this price, therefore, is not paid by. the. 
wool and the hide, must be paid by the carcase. 
The less there is paid for the one, the more must 
be paid for the other. In what manner this price 
is to be divided upon the different parts of the beast, 
is indifferent to the landlords and farmers, provided 
it is all paid to them. In an improved and culti- 
vated country, therefore, their interest as landlords 
and farmers cannot be much affected by such regu- 
lations, though their interest as consumers may, by 
the rise in the price of provisions. It would be quite 
otherwise, however, in an unimproved and uncul- 
tivated country, where the greater part of the lands 
could be applied to no other purpose but the feeding 
of cattle, and where the wool and the hide made 
the principal part of the value of those cattle. Their 

VOL. II. o 
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interest as landlords and farmers would in this case 
be very deeply affected by such regulations, and 
their interest as consumers very little. The fall in 
the price of the wool and the hide would not in this 
c^Lse raise the price of the carcase ; because the 
greater part of the lands of the country being appli- 
cable to no other purpose but the feeding of cattle, 
the same number would still continue to be fed. 
The same quantity of butcher's-meat would still 
come to market. The demand for it would be no 
greater than before. Its price, therefore, would be 
the same as before. The whole price of cattle would 
fall, and along with it both the rent and the profit 
of all those lands of which cattle was the principal 
produce, that is, of the greater part of the lands of 
the country. The perpetual prohibition of the ex- 
portation of wool, which is commonly, but very 
falsely ascribed to Edward III., would, in the then 
circumstances of the country, have been the most 
destructive regulation which could well have been 
thought of. It would not only have reduced the 
actual value of the greater part of the lands of the 
kingdom, but by reducing the price of the most inl- 
portant species of small cattle, it would have re- 
tarded very much its subsequent improvement. 

The wool of Scotland fell very considerably in Its 
price in consequence of the union with England, 
by which it was excluded from the great market of 
Europe, and confined to the narrow one of Great 
Britain. The value of the greater part of the lands 
in the southern counties of Scotland^ which are 
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chiefly a sheep country, would haTc been very deeply 
affected by this event, had not the rise in the price 
of butcber's^meat fully compensated the fall in the 
price of wool. 

As the efficacy of human industry, in increasing^ 
the quantity either of wool or of raw hides, is 
limited, so far as it depends upon the produce of the 
country where it is exerted ; so it is uncertain, so far 
as it depends upon the produce of other countries. 
It so far depends, not so much upon the quantity 
which they produce, as upon that which they do not 
manufacture; and upon the restraints which they 
may or may not think proper to impose upon the 
exportation of this sort of rude produce. These 
circumstances, as they are altogether independent 
of domestic industry, so they necessarily render th^ 
efficacy of its effiarts more or less uncertain. In 
multiplying this sort of rude produce, therefore, the 
efficacy of human industry is not only limited, but 
uncertain. 

In multiplying another very important sort of rude 
produce, the quantity of fish that is brought to mar- 
ket, it is likewise both limited and uncertain. It is 
limited by the local situation of the country, by the 
proximity or distance of its different provinces from 
the sea, by the number of its lakes and rivers, and by 
what may be called the fertility or barrenness of 
those seas, lakes, and rivers, as to this sort of rude 
produce. As population increases, as the annual 
produce of the land and labour of the country grows 
greater and greater, there come to be more buyers 

o2 
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fof fish, and those buyers too have a greater quantity 
and variety of other goods, or, what is the same 
thing, the price of a greater quantity and variety of 
other goods, to buy with. But it will generally be 
impossible to supply the great and extended market 
without employing a quantity of labour greater than 
in proportion to what had been requisite for supply- 
ing the narrow and confined one. A market which, 
from requiring only one thousand, comes to require 
annually ten thousand ton of fish, can seldom be 
supplied without employing more than ten times the 
quantity of labour which had before been sufficient 
to supply it. The fish must generally be sought for 
at a greater distance, larger vessels must be em- 
ployed, and more extensive machinery of every kind 
made use of. The real price of this commodity; 
therefore, naturally rises in the progress of improve- 
ment. It has accordingly done so, I believe, more 
or less, in every country. 

Though the success of a particular day's fishing 
may be a very uncertain matter, yet, the local situa- 
tion of the country being supposed, the general 
efficacy of industry in bringing a certain quantity of 
fish to market, taking the course of a year, or of 
several years together, it may perhaps be thought, 
is certain enough; and it, no doubt, is so. As it 
depends more, however, upon the local situation of 
the country, than upon the state of its wealth and 
industry ; as upon this account It may in different 
countries be the same in very different periods of 
improvement, and very different in the same period ; 
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its connexioa with the state of improvement is un- 
certain, and it is of this sort of uncertainty that I am 
h^re speaking. 

In increasing the quantity of the different mine- 
rals and metals which are drawn from the bowels of 
the earth, that of the more precious ones particularly, 
the efficacy of human industry seems not to be 
liniited, but to be altogether uncertain. 

The quantity of the precious metals which is to 
be found in any country is not limited by anything 
in its local situation, such as the fertility or barren- 
ness of its own mines. Those metals frequently 
abound in countries which possess no mines. Their 
quantity in every particular country seems to depend 
upon two different circumstances; first, upon its 
power of purchasing, upon the state of its industry, 
upon the annual produce of its land and labour, in 
consequence of which it can afford to employ a 
greater or a smaller quantity of labour and subsist- 
ence in bringing or purchasing such superfluities as 
gold and silver, either from its own mines or from 
those of other countries ; and, secondly, upon the 
fertility or barrenness of the mines which may hap- 
pen at any particular time to supply the commercial 
world with those metals. The quantity of those 
metals in the countries most remote from the mines, 
must be more or less affected by this fertility or bar- 
renness, on account of the easy and cheap transport- 
ation of those metals, of their small bulk and great 
value. Their quantity in China and Indostan must 
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have been more or less affected by the abundance of 
the mines of America. 

So far as their quantity in any particular country 
depends upon the former of those two circumstances 
(the power of purchasing), their real price, like that 
of all other luxuries and superfluities, is likely to 
rise with the wealth and improvement of the country, • 
and to fall with its poverty and depression. Coun- 
tries which have a great quantity of labour and sub- 
sistence to spare, can afford to purchase any particu- 
lar quantity of those metals at the expense of a 
greater quantity of labour and subsistence, than 
countries which have less to spare. 

So far as their quantity in any particular country 
depends upon the latter of those two circumstances 
(the fertility or barrenness of the mines which hap- 
pen to supply the commercial world), their real price, 
the real quantity of labour and subsistence which 
they will purchase or exchange for, will, no doubt, • 
sink more or less in proportion to the fertility, and 
rise in proportion to the barrenness of those mines. \ 

The fertility or barrenness of the mines, however, 
which may happen at any particular time to supply 
the commercial world, is a circumstance which, it is 
evident, may have no sort of connexion with the ' 
state of industry in a particular country. It seems 
even to have no very necessary connexion with that 
of the world in general. As arts and commerce, 
indeed, gradually spread themselves over a greater 
and a greater part of the earth, the search for new 
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mines, being extended over a wider surface, may 
have somewhat a better chance for being successful, 
than when confined within narrower bounds. The 
discovery of new mines, however, as the old ones 
come to be gradually exhausted, is a matter of the 
greatest uncertainty, and such as no human skill or 
industry can ensure. All indications, it is acknow- 
ledged, are doubtful, and the actual discovery and 
successful working of a new mine can alone ascertain 
the reality of its value, or even of its existence. In 
this search there seem to be no certain limits either 
to the possible success, or to the possible disappoint- 
ment of human industry. In the course of a cen- 
tury or two, it is possible that new mines may be 
discovered more fertile than any that have ever yet 
been known ; and it is just equally possible that the 
most fertile mine then known may be more barren 
than any that was wrought before the discovery of 
the mines of America. Whether the one or the 
other of those two events may happen to take place, 
is of very little importance to the real wealth and 
prosperity of the world, to the real value of the 
annual produce of the land and labour of mankind. 
Its nominal value, the quantity of gold and silver by 
which this annual produce could be expressed or 
represented, would, no doubt, be very different ; but 
its real value, the real quantity of labour which it 
could purchase or command, would be precisely the 
same. A shilling might in the one case represent 
no more labour than a penny does at present ; and 
a penny in the other might represent as much as a 
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shilling does now. But in the one case, he who had 
a shilling in his pocket would be no richer than he 
who has a penny at present ; and in the other, he 
who had a penny would be just as rich as he who 
has a shilling now. The cheapness and abundance 
of gold and silver plate would be the sole advantage 
which the world could derive from the one event, 
and the dearness and scarcity of those trifling su* 
perfluities the only inconveniency it could suffer 
ffom the other. 

Conclusion of the Digression concerning the Varia- 
tions in the Value of Silver. 

The greater part of the writers who have collected 
the money prices of things in ancient times, seem 
to have considered the low money price of corn, 
and of goods in general, or, in other words, the 
high value of gold and silver, as a proof, not only 
of the scarcity of those metals, but of the poverty 
and barbarism of the country at the time when it 
took place. This notion is connected with the sys- 
tem of political economy which represents national 
wealth as consisting in the abundance, and national 
poverty in the scarcity, of gold and silver ; a system 
which I shall endeavour to explain and examine at 
great length in the fourth book of this inquiry. I 
shall only observe at present, that the high value of 
the precious metals can be no proof of the poverty or 
barbarism of any particular country at the time when 
it took place. It is a proof only of the barrenness of 
the mines which happened at that time to supply the 
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commercial world. A poor country, as it cannot afford 
to buy more, so it can as little afford to pay dearer 
for gold and silver than a rich one ; and the value of 
those metals, therefore, is not likely to be higher in 
the former than in the latter. In China, a country 
much richer than any part of Europe, the value of 
the precious metals is much higher than in any part 
of Europe. As the wealth of Europe, indeed, has 
increased greatly since the discovery of the mines of 
America, so the value of gold and silver has gradu- 
ally diminished. This diminution of their value, 
however, has not been owing to the increase of the 
real wealth of Europe, of the annual produce of its 
land and labour, but to the accidental discovery of 
more abundant mines than any that were known 
before. The increase of the quantity of gold and 
silver in Europe, and the increase of its manufac- 
tures and agriculture, are two events which, though 
they have happened nearly about the same time, 
yet have arisen from very different causes, and have 
scarce any natural connexion with one another. 
The one has arisen from a mere accident, in which 
neither prudence nor policy either had or could have 
any share : the other from the fall of the feudal 
system, and frpm the establishment of a government 
which afforded to industry the only encouragement 
which it requires, some tolerable security that it 
shall enjoy the fruits of its own labour. Poland, 
where the feudal system still continues to take place, 
is at this day as beggarly a country as it was before 
the discovery of America. The money price of 
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corn, however, has risen ; the real value of the pre- 
cious metals has fallen in Poland, in the same man- 
ner as in other parts of Europe. Their quantity, 
therefore, must have increased there as in other 
places, and nearly in tlie same proportion to the 
annual produce of its land and labour. This in- 
crease of the quantity of those metals, however, has 
not, it seems, increased that annual produce, has 
neither improved the manufactures and agriculture 
of the country, nor mended the circumstances of its 
inhabitants. Spain and Portugal, the countries 
which possess the mines, are, after Poland, perhaps, 
the two most beggarly countries in Europe. The 
value of the precious metals, however, must be 
lower in Spain and Portugal than in any other part 
of Europe ; as they come from those countries to 
all other parts of Europe, loaded, not only with a 
freight and an insurance, but with the expense of 
smugglings their exportation being either prohibitedi 
or subjected to a duty. In proportion to the annual 
produce of the land and labour, therefore, their 
quantity must be greater in those countries than in 
any other part of Europe ; those countries, however, 
are poorer than the greater part of E urope. Though 
the feudal system has been abolished in Spain and 
Portugal, it has not been succeeded by a much 
better. 

As the low value of gold and silver, therefore, is 
no proof of the wealth and flourishing state of the 
country where it takes place; so neither is their 
high value, or the low money price either of goods 
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in genera], or of com in particular, any proof of its 
poverty and barbarism. 

But though the low money price either of goods 
in general, or of com in particular, be no proof of 
the poverty or barbarism of the times, the low 
money price of some particular sorts of goods, such 
as cattle, poultry, game of all kinds, &c. in propor- 
tion to that of corn, is a most decisive one. It 
clearly demonstrates, first, their great abundance in 
proportion to that of com, and consequently the 
great extent of the land which they occupied in 
proportion to what was occupied by com; and, 
secondly, the low value of this land in proportion 
to that of com land, and consequently the unculti- 
vated and unimproved state of the far greater part 
of the lands of the country. It clearly demonstrates 
that the stock and population of the country did not 
bear the same proportion to the extent of its terri- 
tory, which they commonly do in civilized countries, 
and that society was at that time, and in that 
country, but in its infancy. From the high or low 
money price either of goods in general, or of corn 
in particular, we can infer only that the mines 
which at that time happened to supply the commer- 
cial world with gold and silver, were fertile or 
barren, not that the country was rich or poor. But 
from the high or low money price of some sorts of 
goods in proportion to that of others, we can infer, 
with a degree of probability that approaches almost 
to certainty, that it was rich or poor, that the 
greater part of its lands were improved or unim- 
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proved, and that it was either in a more or less bar- 
barous state, or in a more or less civilized one. 
, Any rise in the money price of goods which pro- 
ceeded altogether from the degradation of the value 
of silver, would affect all sorts of goods equally, 
and raise their price universally a third, or a fourth, 
or a fifth part higher, according as silver happened 
to lose a third, or a fourth, or a fifth part of its. 
former value. But the rise in the price of provi- 
sions, which has been the subject of so much rea- 
soning and conversation, does not affect all sorts of. 
provisions equally. Taking the course of the pre- 
sent century at an average, the price of corn, it is 
acknowledged, even by those who account for this 
rise by the degradation of the value of silver, has 
risen much less than that of some other sorts of pro- 
visions. The rise in the price of those other sorts of pro- 
visions, therefore, cannot be owing altogether to the 
degradation of the value of silver. Some other 
causes must be taken into the account, and those 
which have been above assigned, will, perhaps, 
without having recourse to the supposed degrada- 
tion of the value of silver, sufficiently explain this 
rise in those particular sorts of provisions of which 
the price has actually risen in proportion to that 
of corn. 

As to the price of corn itself, it has, during the 
sixty-four first years of the present century, and 
before the late extraordinary course of bad season^, 
been somewhat lower than it was during the sixty- 
four last years of the preceding century. This fact 
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is attested, not only by the accounts of Windsor 
market, but by the public fiars of all the different 
counties of Scotland, and by the accounts of several 
different markets in France, which have been col- 
lected with great diligence and fidelity by Mr. Mes- 
sance and by Mr. Dupr^ de St. Maur. The evi- 
dence is more complete than could well have been 
expected in a matter which is naturally so very 
difficult to be ascertained. 

As to the high price of corn during these last ten 
or twelve years, it can be sufficiently accounted for 
from the badness of the seasons, without supposing 
any degradation in the value of silver. 

The opinion, therefore, that silver is continually 
sinking in its value, seems not to be founded upon 
any good observations, either upon the prices of 
corn, or upon those of other provisions. 

The same quantity of silver, it may, perhaps, be 
said,' will in the present times, even 'according to 
the account which has been here, given, purchase a 
much smaller quantity of several sorts of provisions 
than it would have done during some part of the 
last century ; and to ascertain whether this change 
be owing to a rise in. the value of those goods, or to 
a fall in the value of silver, is only to establish a 
vain and useless distinction, which can be of no 
sort of service to the man who has only a certain 
quantity of silver to go to market with, or a certain 
fixed revenue in money. I certainly do not pretend 
that the knowledge of this distinction will enable 
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him to buy cheaper. It may not, however, upott 
that account be altogether useless. 

It may be of some use to the public by affording, 
an easy proof of the prosperous condition of the 
country. If the rise in the price of some sorts of 
provisions be owing altogether to a fall in the value 
of silver, it is owing to a circumstance from which 
nothing can be inferred but the fertility of the 
American mines. The real wealth of the country, 
the annual produce of its land and labour, may, not- 
withstanding this circumstance, be either gradually 
declining, as in Portugal and Poland ; or gradually 
advancing, as in most other parts of Europe. But 
if this rise in the price of some sorts of provisions 
be owing to a rise in the real value of the land 
which produces them, to its increased fertility ; or, 
in consequence of more extended improvement and 
good cultivation, to its having been rendered fit for 
producing com; it is owing to a circumstance 
which indicates in the clearest manner the prosper- 
ous and advancing state of the country. The land 
constitutes by far the greatest, the most important, 
and the most durable part of the wealth of every 
extensive country. It may surely be of some use, 
or, at least, it may give some satisfaction to the 
public, to have so decisive a proof of the increasing 
value of by far the greatest, the most important, 
and the most durable part of its wealth. 

It may too be of some use to the public in regu- 
lating the pecuniary reward of some of its inferioi^ 
servants. If this rise in the price of some sorts of 
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provisions he omng to a fall in the value of silver, 
their pecuniary reward, provided it was not too 
large before, ought certainly to be augmented in 
proportion to the extent of this fall. If it is not 
augmented, their real recompense will evidently be 
so much diminished. But if this rise of price is 
owing to the increased value, in consequence of the 
improved fertility of the land which produces such 
provisions, it becomes a much nicer matter to judge 
either in what proportion any pecuniary reward 
ought tQ be augmented, or whether it ought to be 
augmented at all. The extension of improvement 
and caltiv«ation, as it necessarily raises more or less, 
in proportion to the price of corn, that of every sort 
pf animal food, so it as necessarily lowers that of, 
I believe, every sort of vegetable food. It raises the 
-jpfice of animal food ; because a great part of the 
land which produces it, being rendered fit for pro- 
ducing com, must afford to the landlord and far> 
mer the rent and profit of corn land. It lowers the 
price of vegetable food ; because, by increasing the 
fertility of the land, it increases its abundance. The 
improvements of agriculture too introduce many 
aorta of vegetable food, which, requiring less land 
and not more labour than com, come much cheaper 
to market. Such are potatoes and maize, or what 
i» called Indian com, the two most important im- 
provements which the agriculture of Europe, per- 
haps, which Europe itself, has received from the 
great extension of its commerce and navigation. 
Many aorts of vegetable food, besides, which in the 
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rude state of agriculture are confined to the kitchen- 
garden, and raised only by the spade, come in its 
improved state to he introduced into common fields, 
and to be raised hy the plough : such as turnips, 
carrots, cabbages, &c. If in the progress of im- 
provement, therefore, the real price of one species 
of food necessarily rises, that of another as neces- 
sarily falls, and it becomes a matter of more nicety 
to judge how far the rise in the one may be com- 
pensated by a fall in the other. When the real 
price of butcher's meat has once got to its height 
(which, with regard to every sort, except, perhaps, 
that of hogs' flesh, it seems to have done through 
a great part of England more than a century ago), 
any rise which can afterwards happen in that of 
any other sort of animal food, dannot much affect 
the circumstances of the inferior ranks of people. 
The circumstances of the poor through a great part 
of England cannot surely be so much distressed by 
any rise in the price of poultry, fish, wild-fowl, or 
venison, as they must be relieved by the fall in that 
of potatoes. 

In the present season of scarcity the high price of 
corn no doubt distresses the poor. But in times of 
moderate plenty, when corn is at its ordinary or 
average price, the natural rise in the price of any 
other sort of rude produce cannot much affect 
them. They suffer more, perhaps, by the artificid 
rise which has been occasioned by taxes in the 
price of some manufactured commodities; as of 
salt, soap, leather, candles, malt, beer, and ale, &c. 
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Effects of the Progress of Improvement upon the 
real Price of Manufactures. 

It is the natural effect of improvement, however, 
to diminish gradually the real price of almost all 
manufactures. That of the manufacturing work- 
manship diminishes, perhaps, in all of them without 
exception. In consequence of hetter machinery, of 
^ater dexterity, and of a more proper division and 
distribution of work, all of which are the natural 
effects of improvement, a much smaller quantity of 
labour becomes requisite for executing any particu- 
lar piece of work ; and though, in consequence of 
the flourishing circumstances of the society, the real 
price of labour should rise very considerably, yet 
the great diminution of the quantity will generally 
much more than compensate the greatest rise which 
can happen in the price. 

There are, indeed, a few manufactures, in which 
the necessary rise in the real price of the rude ma- 
terials will more than compensate all the advan- 
tages which improvement can introduce into the 
execution of the work. In carpenters' and joiners' 
work, and in the coarser sort of cabinet work, the 
necessary rise in the real price of barren timber, in 
consequence of the improvement of land, will more 
than compensate all the advantages which can be 
derived from the best machinery, the greatest dex- 
terity, and the most proper division and distribution 

of work. 
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But in all cases in which the real price of the 
rude materials either does not rise at all, or does not 
rise very much, that of the manufactured commodity 
sinks very considerably. 

This diminution of price has, in the course of the 
present and preceding century, been most remark- 
able in those manufactures of which the materials 
are the coarser metals. A better movement of a 
watch, than about the middle of the last century 
could have been bought for twenty pounds, may now 
perhaps be had for twenty shillings. In the work 
of cutlers and locksmiths, in all the toys which are 
made of the coarser metals, and in all those goods 
which are commonly known by the name of Birming- 
ham and Sheffield ware, there has been, during the 
same period, a very great reduction of price, though 
not altogether so great as in watch-work. It has, 
however, been sufficient to astonish the workmen of 
every other part of Europe, who in many cases ac- 
knowledge that they can produce no work of equal 
goodness for double, or even for triple the price. 
There are perhaps no manufactures in which the di- 
vision of labour [employments] can be carried further, 
or in which the machinery employed admits of a 
greater variety of improvements, than those of which 
the materials are the coarser metals. 

In the clothing manufacture there has, during the 
same period, been no such sensible reduction of 
price. The price of superfine cloth, I have been 
assured, on the contrary, has, within these five-and- 
twenty or thirty years, risen somewhat in proportion 
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to its quality ; owing*, it was said, to a considerable 
rise in the price of the material, which consists alto- 
gether of Spanish wool. That of the Yorkshire 
cloth, which is made altogether of English wool, is 
said indeed, during the course of the present century, 
to have fallen a good deal in proportion to its quality. 
Quality, however, is so very disputable a matter, that 
I look upon all information of this kind as somewhat 
uncertain. In the clothing manufacture, the division 
of labour [employments] is nearly the same now as 
it was a century ago, and the machinery employed 
is not very different. There may, however, have 
been some small improvements in both, which may 
have occasioned some reduction of price. 

But the reduction will appear much more sensible 
and undeniable, if we compare the price of this ma- 
nufacture in the present times with what it was in a 
much remoter period, towards the end of the fifteenth 
century, when the labour was [employments were] 
probably much less subdivided, and the machinery 
employed much more imperfect, than it is at present 

In 1487, being the 4th of Henry VII., it was 
enacted, that ^' whosoever shall sell by retail a broad 
yard of the finest scarlet grained, or of other grained 
cloth of the finest making, above sixteen shillings, 
shall forfeit forty shillings for every yard so sold." 
Sixteen shillings, therefore, containing about the 
same quantity of silver as four-and-twenty shillings 
of our present money, was, at that time, reckoned 
not an unreasonable price for a yatd of the finest 
cloth; and as this is a sumptuary law, such cloth, 



}64 l^ENT OF liAND. [bOOK I. 

it is probable, had usaally been sold somewhat dearer. 
A guinea may be reckoned the highest price in the 
present times. Even though the quality of the 
cloths, therefore, should be supposed equal, and that 
of the present times is most probably much superior, 
yet, even upon this supposition, the money price of 
the finest cloth appears to have been considerably 
reduced since the end of the fifteenth century. But 
its real price has been much more reduced. Six 
shillings and eight-pence was then, and long after- 
wards, reckoned the average price of a quarter of 
wheat. Sixteenshillings, therefore, was the price of 
two quarters and more than three bushels of wheat. 
Valuing a quarter of wheat in the present times at 
eight-and-twenty shillings, the real price of a yard of 
fine cloth must, in those times, have been equal to 
at least three pounds six shillings and sixpence of our 
present money. The man who bought it must have 
parted with the command of a quantity of labour 
and subsistence equal to what that sum would pur- 
chase in the present times. 

The reduction in the real price of the coarse ma- 
nufacture, though considerable, has not been so great 
as in that of the fine. 

In 1463, being the 3d of Edward IV. it was 
enacted, that " no servant in husbandry, nor common 
" labourer, nor servant to any arti6cer inhabiting out 
'' of a city or burgh, shall use or wear in their cloth*- 
" ing any cloth above two shillings the broad yard." 
|n the 3d of Edward IV. two shillings contained 
yery nearly the same quantity of silver as four of our 
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present money. But the Yorkshire cloth, which is 
now sold at four shillings the yard, is prohably much 
superior to any that was then made for the wearing 
of the very poorest order of common servants. Even 
the money price of their clothing, therefore, may, in 
proportion to the quality, be somewhat cheaper in 
the present than it was in those ancient times. The 
real price is certainly a good deal cheaper. Ten- 
pence was then reckoned what is called the moderate 
and reasonable price of a bushel of wheat. Two 
shillings, therefore, was the price of two bushels and 
near two pecks of wheats which in the present tiroes, 
at three shillings and sixpence the bushel, would be 
worth eight s|iillings and nine-pence. For a yard 
of this cloth the poor servant must have parted with 
the power of purchasing a quantity of subsistence 
equal to what eight shillings and nine-pence would 
purchase in the present times. This is a sumptuary 
law too, restraining the luxury and extravagance of 
the poor. Their clothing, therefore, had commonly 
been much more expensive. 

The same order of people are, by the same law, 
prohibited from wearing hose, of which the price 
should exceed fourteen-pence the pair, equal to 
about eight-and-twenty pence of our present money. 
But fourteen-pence was in those times the price of a 
bushel and near two pecks of wheat ; which, in the 
present times, at three and sixpence the bushel, 
would cost five shillings and three-pence. We 
should in the present times consider this as a very 
high price for a pair of stockings to a servant of the 
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pporest and lowest order. He must, however, in 
those Ijimes have paid what was really equivalent to 
this price for them. 

In the time of Edward IV. the art of knitting 
stockings was prohably not known in any part of 
Europe. Their hose were made of common cloth, 
which . may have been one of the causes of their 
dearness. The first person that wore stockings in 
England is said to have been Queen Elizabeth. 
She received them as a present from the Spanish 
ambassador. 

Both in the coarse and in the fine woollen manu- 
facture, the machinery employed was much more 
imperfect in those ancient, than it is in the present 
times. It has since received three very capital im- 
provements, besides, probably, many smaller ones 
of which it may be difficult to ascertain either the 
number or the importance. The three capital im- 
provements are : first. The exchange of the rock and 
spindle for the spinning-wheel, which, with the same 
quantity of labour, will perform more than double 
the quantity of work. Secondly, the use of several 
very ingenious machines which facilitate and q.bridge 
in a still greater proportion the winding of the 
worsted and woollen yarn, or the proper arrangement 
of the warp and woof before they are put into the 
loom ; an operation which, previous to the invention 
of those machines, must have been extremely tedious 
and troublesome. Thirdly, the employment of the 
fulling mill for thickening the cloth, instead of 
treading it in water. Neither wind nor water mills 
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of any kind were known in England so early as the 
beginning of the sixteenth century, nor, so far as I 
know, in any other part of Europe north of the Alpsl 
They had been introduced into Italy some time 
before. 

The consideration of these circumstances may, 
perhaps, in some measure explain to us why the real 
price both of the coarse and of the fine manufacture, 
was so much higher in those ancient, than it is in 
the present times. It cost a greater quantity of 
labour to bring the goods to market. When they 
were brought thither, therefore, they must have pur- 
chased or exchanged for the price of a greater 
quantity. 

The coarse manufacture probably was, in those 
ancient times, carried on in England, in the same 
manner as it always has been in countries where arts 
and manufactures are in their infancy. It was pro* 
bably a household manufacture, in which every 
different part of the work was occasionally performed 
by all the different members of almost every private 
family ; but so as to be their work only when they 
had nothing else to do, and not to be the principal 
business from which any of them derived the greater 
part of their subsistence. The work which is per- 
formed in this manner, it has already been observed, 
comes always much cheaper to market than that' 
which is the principal or sole fund of the workman^s 
subsistence. The fine manufacture, on the othei' 
hand, was not in those times carried on in England, 
but in the rich and commercial country of Flanders ; 
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and it was probably conducted then, in the same 
manner as now, by people who derived the whole, 
or the principal part of their subsistence from it. It 
was besides a foreign manufacture, and must have 
paid some duty, the ancient custom of tonnage and 
poundage at least, to the king. This duty, indeed, 
would not probably be very great. It was not then 
the policy of Europe to restrain, by high duties, the 
importation of foreign manufactures, but rather to 
encourage it, in order that merchants might be 
enabled to supply, at as easy a rate as possible, the 
great men with the conveniencies and luxuries which 
they wanted, and which the industry of their own 
country could not afford them. 

The consideration of these circumstances may 
perhaps in some measure explain to us why, in those 
ancient times, the real price of the coarse manufac- 
ture was, in proportion to that of the fine, so much 
lower than in the present times. 



CONCLUSION OF THE CHAPTER. 

t shall conclude this very long chapter with ob- 
serving that every improvement in the circumstances 
of the society tends either directly or indirectly to 
raise the real rent of land, to increase the real wealth 
of the landlord, his power of purchasing the labour, 
or the produce of the labour of other people. 

The extension of improvement and cultivation 
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tends to raise it directly. The landlord's share of 
the produce necessarily increases with the increase 
of the produce. 

That rise in the real price of those parts of the 
Tude produce of land, which is first the effect of ex- 
tended improyement and cultivation, and afterwards 
the cause of their heing still further extended, the 
rise in the price of cattle, for example, tends too to 
raise the rent of land directly, and in a still greater 
proportion. The real value of the landlord's share, 
his real command of the labour of other people, not 
only rises with the real value of the produce, but the 
proportion of his share to the whole produce rises 
with it. That produce, after the rise in its real 
price, requires no more labour to collect it than be- 
fore. A smaller proportion of it will, therefore, be 
sufficient to replace, with the ordinary profit, the 
stock which employs that labour. A greater pro^ 
portion of it must, consequently, belong to the 
landlord. 

All those improvements in the productive powers 
of labour, which tend directly to reduce the real price 
of manufactures, tend indirectly to raise the real rent 
of land. The landlord exchanges that part of his 
rude produce, which is over and above his own con- 
sumption, or what comes to the same thing, the 
price of that part of it, for manufactured produce. 
Whatever reduces the real price of the latter, raises 
that of the former. An equal quantity of the former 
becomes thereby equivalent to a greater quantity of 
Ihe latter ; and the landlord is enabled to purchase 
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a greater quantity of the convenieneien, ornaments, 
or luxuries, which he has occasion for. 

Every increase in the real wealth of the Bociety, 
every increase in the quantity of useftil labour em- 
ployed within it, tends indirectly to raise the real 
rent of land. A certain proportion of this labour 
naturally goes to the land. A great number of men 
and cattle are employed in its cultivation, the pro- 
duce increases with the increase of the stock which 
is thus employed in raising it, and the rent increases 
with the produce. 

The contrary circumstances, the neglect of culti- 
vation and improvement, the fall in the real price of 
any part of the rude produce of land, the rise in the 
real price of manufactures from the decay of manu- 
facturing art and industry, the declension of the real 
wealth of the society, all tend, on the other hand, to 
lower the real rent of land, to reduce the real wealth 
of the landlord, to diminish his power of purchasing 
either the labour, or the produce of the labour of 
other people. 

The whole annual produce of the land and labouif 
of every country, or what comes to the same thingj 
the whole price of that annual produce, naturally 
divides itself, it has already been observed, into three 
parts ; the rent of land, the wages of labour, and 
the profits of stock ; and constitutes a revenue to 
three diSerent orders of people ; to those who live by 
rent, to those who live by wages, and to those who livd 
by profit. These are the three great, original and 
constituent orders of every civilized - society, frottf 
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whose revenue that of every* other order is ultimately 
derived. 

The interest of the first of those three gre.at orders, 
U appears from what has been just now said, is 
dtrictly and inseparably connected with the general 
interest of the society. Whatever either promotes or 
obstructs the one, necessarily promotes or obstructs 
the other. When the public deliberates concerning 
any regulation of commerce or police, the proprietors 
of land never can mislead it, with a view to promote 
the interest of their own particular order ; at least, 
if they have any tolerable knowledge of that interest. 
They are, indeed, too often defective in this tolerable 
knowledge. They are the only one of the three 
orders whose revenue costs them neither labour nor 
care, but comes to them, as it were, of its own accord, 
and independent of any plan or project of their own. 
That indolence, which is the natural effect of the 
ease and security of their situation, renders them too 
often, not only ignorant, but incapable of that ap- 
plication of mind which is necessary in order to 
ft>resee and understand the consequences of any 
public regulation. 

The interest of the second order, that of those 
who live by wages, is as strictly connected with the 
interest of the society as that of the first. The. 
wages of the labourer, it has alreadv been shown, 
are never so high as when the demand for labour is 
continually rising, or when the quantity employed is 
every year increasing considerably. When this real 
wealth of the society becomes stationary, his wages 

q2 



172 RENT OF LAND, [bOOK U 

are soon reduced to what is barely enough to enable 
him to bring up a family, or to continue the race of 
labourers. When the society declines, they fall eyen 
below this. The order of proprietors may, perhaps, 
gain more by the prosperity of the society, than that 
of labourers : but there is no order that suffers so 
cruelly from its decline. But though the interest of 
the labourer is strictly connected with that of the 
society, he is incapable either of comprehending that 
interest, or of understanding its connexion with his 
own. His condition leaves him no time to receive 
the necessary information, and his education and 
habits are commonly such as to render him unfit to 
judge even though he was fully informed. In the 
public deliberations, therefore, his voice is little 
heard and less regarded, except upon some particular 
occasions, when his clamour is animated, set on, and 
supported by his employers, not for his, but their 
own particular purposes. 

His employers constitute the third order, that of 
those who live by profit. It is the stock that is em* 
ployed for the sake of profit, which puts into motion 
the greater part of the useful labour of every society. 
The plans and projects of the employers of stock re- 
gulate and direct all the most important operations 
of labour, and profit is the end proposed by all those 
plans and projects. But the rate of profit does not» 
like rent and wages, rise with the prosperity, and 
fall with the declension of the society. On the con- 
trary, it is naturally low in rich, and high in poor 
countries, and it is always highest in the countries 
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which are going fastest to rCiin.* The interest of 
this third order, therefore, has not the same con- 
nexion with the general interest of the society as that 
of the other two. Merchants and master manufac* 
turers are, in this order, the two classes of people 
who commonly employ the larg^est capitals, and who 
by their wealth draw to themselyes the gpreatest 
share of the public consideration. As during their 
whole lives they are engaged in plans and projects, 
they have frequently more acuteness of understand- 
ing than the greater part of country gentlemen. As 
their thoughts, however, are commonly exercised 
rather about the interest of their own particular 
branch of business, than about that of the society, 
their judgment, even when given with the gpreatest 
candour (which it has not been upon every occasion), 
is much more to be depended upon with regard to 
the former of those two objects, than with regard to 
the latter. Their superiority over the country gen- 
tleman is, not so much in their knowledge of the 
public interest, as in their having a better knowledge 
of their own interest than he has of his. It is by 
this superior knowledge of their own interest that 
they have frequently imposed upon his generosity, 
and persuaded him to give up both his own interest 
and that of the public, from a very simple but honest 
conviction, that their interest, and not his, was the 
interest of the public. The interest of the dealers, 

'*' This looks like a mere slip of the pen. " Ooing to ruin" 
signifies the progressive waste of capitali by means of invest- 
ment with loss instead of profit.— £• 

«»3 
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however, in any particular branch of trade or manu- 
factures, is always in some respects different from^ 
and even opposite to, that of the public. To widen, 
the market and to narrow the competition, is always 
the interest of the dealers. To widen the market 
may frequently be agreeable enough to the interest 
of the public ; but to narrow the competition must 
always be against it, and can serve only to enable 
the dealers, by raising their profits above what they 
naturally would be, to levy, for their own benefit, 
an absurd tax upon the rest of their fellow-citizens. 
The proposal of any new law or regulation of com- 
merce which comes from this order, ought always to 
be listened to with great precaution, and ought nev^r 
to be adopted till after having been long and care- 
fully examined, not only with the most scrupulous, 
but with the most suspicious attention. It comes 
from an order of men, whose interest is never exactly 
the same with that of the public, who have generally 
an interest to deceive and even to oppress the public, 
and who accordingly have, upon many occasions, 
both deceived and oppressed it« 
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NOTE 
On Chapter XI., Book I. 



Tkbsfe pzris of the present very long chapter, which 
really belong to the subject of rent, are generally 
considered to form the most defective and erroneous 
portion of the text. Though this treatise abounds in 
interesting historical details, in admirable illustra- 
tions, an^ in incidental reflections of the greatest 
v^lue, which last perhaps contain the germs of the 
whole truth, still, it leaves no distinct impression as 
to the nature and causes of rent. What the editor 
of 6entham*s Rdtwnale of Reward has said of 
Adam Smith's entire work, seems to be especially 
applicable to this chapter. The author has not 
" simplified his subject by referring every thing to 
one principle ; a principle which should bring all his 
reasonings into a very small circle, and serve to unite 
in one bundle those observations which cannot be so 
easily grasped when they are disunited. Had he 
clearly recogniied such a principle, he would have 
made it the centre of his system : it would have been 
the foundation Upon which he would have erected 
his whole superstructure, and he would have been 
spared a multitude of repetitions and windings." 

r3 
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His own conceptions are seldom precise : sometimes, 
they are not only va^e but contradictory. At one 
time, he seems to fancy, that rent exists because ** as 
soon as the land of any country has become private 
property, the landlords, like all other men, love to 
reap where they never sowed, and demand a rent 
even for its natural produce";* because, in short, 
the owners of land choose that rent shall be paid : 
at another time, he declares that rent is the highest 
payment for the use of land, which the tenant can 
afford to make under actual circumstances, and, 
consequently, that the amount of rent is not, at all 
determined by the landlord's pleasure. Here, he 
supposes that prices rise because rent increases; 
there, that rent increases because prices rise. The 
distinctions too, which he draws between different 
sorts of produce, as affording and not affording rent, 
and between different circumstances under which the 
same sort of produce will, and will not afford rent, 
though in great measure perhaps agreeable to truth, 
still, being made without reference to any guiding 
principle, have the air of being drawn rather with the 
view to a display of ingenuity, than of truths founded 
on fact and reason. The richest materials are all 
but wasted, for want of a leading principle whereby 
to arrange and connect them. 

Subsequent writers, accordingly, have endeavoured 
to supply this great defect of Adam Smith's work, 
by referring all the phenomena to a single principle. 

♦ See Vol. I., p. 134. 
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/What is the nature of rent ? What are the causes 
of an increase or decrease of rent ? These were the 
problems to be solved. The same solution of them 
occurred at the same time to three persons who had 
not communicated with each other, and whose names 
have been made illustrious by the discovery, — Sir 
Edward West, Mr. Malthus, and Mr. Ricardo. 

The " Ricardo theory of rent," as it is usually 
termed, being considered the most important of 
modern additions to the science of political economy, 
and furnishing also an instrument by which the rich 
but disordered treasures of Adam Smith's inquiry 
concerning rent may be turned to good account, de- 
serves the most ample notice in this commentary. 
I shall therefore place it here, in the very words, first 
of Mr. Ricardo, and next of his celebrated disciple 
Mr. Mill. 



'On Rent.* 

* It remains however to be considered, whether the 
' appropriation of land, and the consequent creation 

* of rent, will occasion any variation in the relative 
' value of commodities, independently of the quantity 
' of labour necessary to production. In order to 

* understand this part of the subject, we must inquire 
' into the nature of rent, and the laws by which its 
' rise or fall is regulated. 

* From the Principle* of Political Economy and Taxation. 
By David Ricatdo, Esq. — 3rd edition. This work is out of 
print. 
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* Rent is that portion of the produce of the earth, 

* which is paid to the landlord for the use of the 
' original and indestructible powers of the soil. It 
' is often, however, confounded with the interest and 

* profit of capital, and, in popular language, the 
' term is applied to whatever is annually paid by a 
' farmer to his landlord. If, of two adjoining farms 
' of the same extent, and of the same natural fer- 
' tility, one had all the conveniences of farming 
' buildings, and, besides, were properly drained and 
' manured, and advantageously divided by hedges, 
' fences and walls, while the other had none of these 

* advantages, more remuneration would natu)*al]y be 

* paid for the use of one, than for the use of the 

* other ; yet in both cases this remuneration would 

* be called rent. But it is evident, that a portion 
' only of the money annually to be paid for the im- 

* proved farm, would be given for the original and 

* indestructible powers of the soil ; the other portion 
' would be paid for the us6 of the capital which had 

* been employed in ameliorating the quality of the 
' land, and in erecting such buildings bb were ne- 

* cessary to secure and preserve the produce. Adam 

* Smith sometimes speaks of rent, in the strict sense 
' to which I am desirous of confining it, but more 

* often in the popular sense, in which the term is 
' usually employed. He tells us, that the demand for 

* timber, and its consequent high pride, in the more 

* southern countries of Europe, caused a rent to be 

* paid for forests in Norway, which could before 

* afford no rent. Is it not, however, evident, that 
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the person who paid what he thus calls rent, paid 
it in consideration of the valuahle commodity which 
was then standing on the land, and that he actually 
repaid himself with a profit, by the sale of the 
timber ? If, indeed, after the timber was removed, 
any compensation were paid to the landlord for the 
use of the land, for the purpose of growing timber 
or any other produce, with a view to future demand, 
such compensation might justly be called rent, be- 
cause it would be paid for the productive powers of 
the land ; but in the case stated by Adam Smith, 
the compensation was paid for the liberty of re- 
moving and selling the timber, and not for the 
liberty of growing it. He speaks also of the rent 
of coal mines, and of stone quarries, to which the 
same observation applies — that the compensation 
given for the mine or quarry, is paid for the value 
of the coal or stone which can be removed from 
them, and has no connexion with the original and 
indestructible powers of the land. This is a dis- 
tinction of great importance, in an inquiry con- 
cerning rent and profits ; for it is found, that the 
laws which regulate the progress of rent are widely 
different from those which regulate the progress of 
profits, and seldom operate in the same direction. 
In all improved countries, that which is annually 
paid to the landlord, partaking of both characters, 
rent and profit, is sometimes kept stationary by the 
effects of opposing causes ; at other times advances 
or recedes, as one or the other of these causes pre- 
ponderates. In the future pages of this work, then, 
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Whenever t speak of the rent of land, t wish to be 
tanderslood as speaking of that compensation, which 
is paid to the owner of the land ibr the use of its 
original and indestructible powers. 

* Oh the first settling of a country in which there 
is an abundance of rich and fertile land, a very small 
proportion of which is required to be cultivated 
for the support of the actual population, or indeed 
ean be cultivated with the capital which the popu- 
latioti can command, there will be no rent ; for no 
dne would pay for the use tof land, when there was 
an abundant quantity hot yet appropriated, and, 
theiigfore, at the disposal Of whosoever might choose 
tb <^ultiv^te it. 

^ Oki the commbii principles of supjply and demand, 
ho rent could b^ paid fbr such land, for the reason 
«tated why nothing is ^iv^n fbr th« use of Air And 
water, or (br any other bf the gifts of hatUre which 
^xist in boundless quantity. With a given quantity 
of materials, and With the assistance of the pressure 
of the athiosphefe, ahd the elasticity of steam, 
engines may perfbrm work, and abridge hiiman 
labour to a very great extent ; but no charge is 
made for the use of these natural aids, because they 
are inexhaustible, ahd at every man's disposal. In 
the same manner the brewer, the distiller, the dyer, 
make incessant use of the air and water for the 
production of their commodities ; but as the supply 
ijs boundless, they bear no price. If all land had 
thie same properties, if it were unlimited in quan- 
tity, And uniform in quality, no charge could be 
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made for its use, nxd^sa vihert it possessed pecaliav 
advantages of situation. It is only, then, bec9iuse 
land is not unlimited in quantity and uniforo^ in 
quality, and bdcau^e, in the progress of population, 
laud of an inferior quality, or less advantageously 
situated, is called into cultivation, that rent i^ ever 
paid for the use of it. When, in the progress pf 
society, land of the second degree of fertility is 
taken into cultivation, rent immediately commences 
on that of the first quality^ and the amount of thftt 
rent will depend on the difference in the quality of 
tl^ese t^Q portions of If^ud. 

' When land of i)^^ tl^frd qi^s^lity is taken into cul- 
tivation, rent immediately comm^ces on the second, 
9;f\d it, is r^gul^ted, as before, by the difference in 
tl^fir productive powers. A^ the same time, tl^e 
reiit qf the first quality will rise, for that must 
always lie above the rent of the second, by the dif- 
ference between the produce which they yield with 
a given quantity of capital and labour. With eveyy 
step in the progress of populfLtion, which shall 
oblige a country to have recourse to land of a worse 
quality, to enable it to raise its supply of food, rent, 
on all the more fertile land, will rise. 

' Thus suppose land — ^No. 1, 2, 3, — to yield, with 
%Xk equal employment of capital and labour, a net 
produce of 100, 90, and 80 quarters of corn. In a 
uew country, where there is an abundance of fertile 
IsMid compared with the population, and where 
therefore it is ouly necessary to cultivate No. 1, the 
whole net produce will belong to the cultivator, and 
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will be the profits of the stock which he advances. 
As soon as population had so far increased as to 
make it necessary to cultivate No. 2, [from which 
ninety quarters only can be obtained after support- 
ing the labourers, rent would commence on No. 1 ; 
for either there must be two rates of profit on agri- 
cultural capital, or ten quarters, or the value of ten 
quarters must be withdrawn from the produce of 
No. 1, for some other purpose. Whether the pro- 
prietor of the land, or any other person, cultivated 
No. 1, these ten quarters would equally consdtute 
rent; for the cultivator of No. 2 would get the 
same result with his capital, whether he cultivated 
No. 1, paying ten quarters for rent, or continued 
to cultivate No. 2, paying no rent. In the same 
manner it might be shown, that when No. 8 is 
brought into cultivation, the rent of No. 2 must be 
ten quarters, or the value of ten quarters, whilst 
the rent of No. 1 would rise to twenty quarters ; 
for the cultivator of No. 3 would have the same 
profits whether he paid twenty quarters for the 
rent of No. 1, ten quarters for the rent of No. 2, 
or cultivated No. 3 free of all rent. 
* It often, and, indeed, commonly happens, that 
before No. 2, 3, 4, or 5, or the inferior laiids are 
cultivated, capital can be employed more produc- 
tively on those lands which ara already in cultiva- 
tion. It may perhaps be found, that by doubling 
the original capital employed on No. 1, though the 
produce will not be doubled, will not be incrtased 
by 100 quarters, it may be increased by 85 quarters, 
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*and that this quantity exceeds what could be 

* obtained by employing the same capital on land 

* No. 8. 

' In such case, capital will be preferably employed 

* on the old land» and will equally create a rent ; 

* for rent is always the difference between the pro- 
' duce obtained by the^ employment of two equal 

* quantities of capital and labour. If, with a capital 

* of 1000/., a tenant obtain 100 quarters of wheat 

* from his land, and by the employment of a second 

* capital of 1000/., he obtain a further return of 

* ^ghty-five, his landlord would have the power at 
^ the expiration of his lease, of obliging him to pay 

* fifteen quarters, or an equivalent value for addi- 
' tional rent ; for there cannot be two rates of profit. 

* If he is satisfied with a diminution of fifteen 
' quarters in the return for his second 1000/., it is 

* because no employment more profitable can be 
^ found for it. The common rate of profit would be 

* in that proportion^ and if the original tenant re- 

* fused, some other person would be found willing 

* to give all which exceeded that rate of profit to 

* the owner of the land from which he derived it. 

* In this case, as well as in the other, the capital 

* last employed pays no rent. For the greater pro- 
« ductive powers of the first 1000/., fifteen quarters 
*' is paid for rent ; for the employment of the second 

* 1000/., no rent whatever is paid. If a third 1000/. 

* be employed on the same land, with a return of 

* seventy-five quarters, rent will then be paid for 

* the second 1000/., and will be equal to the differ- 

s 
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ence between tbe produce of the^e two, oif ten 
quarters ; and at the same time the rent of the first 
1000/. will rise from fifteen to twenty-five quarter; 
while the last 1000/. will pay no rent whatever. 

* If, then, good land existed in a quantity m^cb 
more abundant than the production of food for %n 
increasing population required, or if capital could 
be indefinitely epnployed without pi diminished 
return on the old land, there could be no jrise of 
rent ; for rent invariably proceeds from the employ^ 
ment of an additional quantity of labour with a 
proportionally less return. 

' The most fertile, and most favorably situated,* 
land will be first cultivated, and the exchangeable 
value of its produce will be adjusted in the san^e 
manner as the exchangeable value of all other 
commodities, by the total quantity of labour neces-* 
sary in various forms, from first to last, to produce 
it, and bring it to market. When land of an infe-^ 
rior quality is taken into cultivation, the exchange-* 
able value of raw produce will rise, because more 
labour is required to produce it. 

* The exchangeable value of all commodities, 
whether they be manufactured, or the produce of 
the mines, or the produce of land, is always regu-> 
lated, not by the less quantity of labour that will 
suffice for their production under circumstances 
highly favorable, and exclusively enjoyed by those^ 
who have peculiar facilities of production, but by 
the greater quantity of labour necessarily bestowed 
on their production by those who have no such> 
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* facilities ; by those who continue to produce them 

* under the most unfavorable circumstances, mean- 
^ ing — ^by the most unfavorable circumstances, the 

* most unfavorable under which the quantity of 

* produce required, renders it necessary to carry on 

* the production. 

* Thus, in a charitable institution, where the poor 
' ire set to work with , the funds of benefactors, the 

* general prices of the commodities, which are the 
^ prbduce of such work, will not be governed by the 

* pectllitir facilities afforded to these workmen, but 

* by the common, usual, and natural difficulties, 

* which every other manufacturer will have to cn- 
? counter. The manufacturer enjoying none of these 
' facilities might indeed be driven altogether from 
-' the market, if the supply afforded by these favored 

* workmen were equal to all the wants of the com- 

* inunity ; but if he continued the trade, it would be 

* only on condition that he should derive from it the 

* usual and general rate of profits on stock ; and thai 
*' could otily happen when his commodity sold for a 

* price proportioned to the quantity of labour be- 
^ stowed on its production. 

* It is true, that on the best liind, the same pro- 
' duce would still be obtained with the same labour 

* as before, but its value would be enhanced in con- 

* sequence of the diminished returns obtained by 

* those who eiiiployed fresh labour and stock on the 
^ less fertile land. Notwithstanding, then, that the 

* advantages df (fertile over inferior lands are in no 

* ease lost, but.otily transferred from the cultivator, 

s2 
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or consumer, to the landlord, yet, since more labonr 
is required on the inferior lands, and since it is 
from such land only that we are enabled to furnish 
ourselves with the additional supply of raw prodlice, 
the comparative value of that produce will continue 
permanently above its former level, and make it 
exchange for more hats, cloth, shoes, &c, &c. in 
the production of which no such additional quan- 
tity of labour is required. 

*' The reason, then, why raw produce rises in com- 
parative value, is because more labour is employed 
in the production of the last portion obtained, and 
not because a rent is paid to the landlord. The 
value of corn is regulated by the quantity of labour 
bestowed on its production on that quality of land, 
or with that portion of capital, which pays no rent. 
Com is not high because a rent is paid, but a rent 
is paid because com is high ; and it has been justly 
observed, that no reduction would take place in 
the price of com, although landlords should forego 
the whole of their rent. Such a measure would 
only enable some farmers to live like gentlemen, 
but would not diminish the quantity of labour 
necessary to raise raw produce on the least produc- 
tive land in cultivation. 

^ Nothing is more common than to hear of the 
advantages which the land possesses over every 
other source of useful produce, on account of the 
surplus which it yields in the form of rent. Yet 
when land is most abundant, when most productive, 
and most fertile, it yields no rent ; and it is only 
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#lieii tt» powcnrg decaj» and less is yielded in 
retiarn for labour, tkat a share of the original pro- 
duce of the more fertile portions is set apart for 
rent. It is singular that this quality in the land, 
which should have been noticed as an imperfection, 
compared with the natural agents by which manu- 
factures are assisted, should have been pointed out 
as cbnstitutlng its peculiar pre-eminence. If air, 
water, the elasticity of steam, and the pressure of 
the atmosphere, were of various qualities ; if they 
could be appropriated, and each quality eitisted 
only in moderate abundance, they, as well as the 
land, would ASbrd a rent, as the successive quali- 
ties were brought into use. With every worse 
(Quality enlployed, the value of the commodities 
in the manufacture of wlilch they were used, would 
rise, because equal quantities of labour would be 
less productive. Man would do more by the sweat 
of his brow, and nature perform less; and the land 
would be no longer pre-eminent for its Umited 
powers. 

* If the surplus produce which land affords in the 
form of rent be an advantage, it is desirable that, 
every year, the machinery newly constructed should 
be less efficient than the old, as that would un- 
doubtedly give a greater exchangeable value to the 
goods manufactured, not only by that machinery 
but by all the other machinery in the kingdom ; 
and a rent would be paid to all those who possessed 
the most productive machinery. 

* The rise of rent is alwavs the effect of the in^ 

s3 
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creasing wealth of the country^ and of the <iifi-« 
culty of providing food for its augmented popu- 
lation. It is a symptom, but it is never ^ caus^ 
of wealth ; for wealth often increases most rapidly 
while rent is either stationary, or even falling. 
Rent increases most rapidly, as the disposable 
land decreases in its productive powers. Wealth 
increases most rapidly in those countries where 
the disposable land is most fertile, where import 
tation is least restricted, and where, through agpri-> 
cultural improvements, productions can be multi* 
plied without any increase in the proportional 
quantity of labour, and where consequently the 
progress of rent is slow. 

* If the high price of corn were the effect, and 
not the cause of rent, price would be proportio^^ 
ally influenced as rents were high or low, and leat 
would be a component part of price* But that 
corn which is produced by the greatest quantity 
of labour is the regulator of the price of corn ; 
and rent does not and cannot enter in the least 
degree as a .component part of its price. Adam 
Smith, therefore, cannot be correct in suppos* 
ing that the original rule which regulated the 
exchangeable value of commodities, namely, the 
comparative quantity of labour by which they 
were produced, can be at all altered by the appro* 
priation of land and the payment of rent Raw 
material enters into the composition of most com* 
modities, but the value of that raw material, as 
well as corn, is regulated by the productiveness of 
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* Ibe porti<m of capital last employed on the land, 
' and paying no rent ; and therefore rent is not a 
^ component part of the price of commodities. 

* We have been hitherto considering the effects of 

* the natural progress of wealth and population on 
^ rent, in a country in which the land is of variously 

* productive powers ; and we have seen, that with 

* every portion of additional capital which it be- 
^ comes necessary to employ on the land with a less 

* productive return, rent would rise. It follows 

* from the same principles, that any circumstances 
' in the society whfch should make it unnecessary 

* to employ the same amount of capital on the land, 

* and which should therefore make the portion last 

* employed more productive, would lower rent. Any 
^ great reduction in the capital of a country, which 
' should materially diminish the funds destined for 

* the maintenance of labour, would naturally have 
' this effect. Population regulates itself by the 

* funds which are to employ it, and therefore always 
^ increases or diminishes with the increase or dimi- 

* nution of capital. Every reduction of capital is 

* therefore necessarily followed by a less effective 

* demand for com, by a fall of price, and by dimi- 
*■ nished cultivation. In the reverse order to that 
*■ in which the accumulation of capital raises rent, 

* will the diminution of it lower rent. Land of a 

* less unproductive quality will be in succession re- 

* linquished, the exchangeable value of produce will 

* fall, and land of a superior quality will be the land 
' last cultivated, and that which will then pay no rent. 



NOTE OH 



* The same effeda bui^ bowever be pradncdds 
when the wealth and population of a country ar6 
increased, if that increase is accompanied bj such 
marked improvements in agricultures as shall have 
the same effect of diminishing the necessity of 
cultivating the poorer lands, or of expending the 
same amount of capital on the cultivation of the 
more fertile portions. 

* If a million of quarters of corn be necessarf for 
the support of a given, population, and it be raised 
on land of the qualities of No. 1, 2, 3 ; aad if an 
improvement be afterwards discovered by Whith 
it can be raised on No. 1 and 2, without employe 
ing No. 3, it is evident that the immediate effect 
must be a fall of rent ; for No. 2^ instead Of No. 
3, will then be cultivated without paying any rent; 
and the rent of No. 1, instead of being the differ-* 
ence between the produce of No. 3 and No. 1, 
will be the difference only between No. 2. and 1. 
With the same population, and no more, there can 
be no demand for any additional quantity of corn ; 
the capital and labour employed on No. 3 will 
be devoted to. the production of other commodities 
desirable to the community, and can have no effect 
in raising rent, unless the raw material from which 
they are made cannot be obtained without employ-* 
ing capital less advantageously on the land, in 
which case No. 3 must again be cultivated. 

' It is undoubtedly true, that the fall in the. rela- 
tive price of raw produce, in consequence of the 
improvement in agriculture, or rather in conse-» 
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* quence of less labour being bestowed on its pro- 

* duction, would naturally lead to increased accu- 
' mulation ; for the profits of stock would be greatly 

* augmented. This accumulation would lead to an 
*' increased demand for labour, to higher wages, to 

* ai) increased population, to a further demand for. 

* raw produce, and to an increased cultivation. It 

* is only, however, aifler the increase in the popula- 
^ Uon, that rent would be as high as before ; that is 
' to say, after No. 3 was taken into cultivation. A 

* considerable period would have elapsed, attended 
' with a positive diminution of rent, 

* But improvements in agriculture are of two 

* kinds : those which increase the productive powers 

* of the land, and those which enable us, by improv- 

* ing our machinery, to obtain its produce with less 

* labour. They both lead to a fall in the price of 

* raw produce ; they both affect rent, but they do 

* not affect it equally. If they did not occasion a 

* fall in the price of raw produce, they would not 
*' be improvements ; for it is the essential quality of 

* an improvement to diminish the quantity of labour 
^ before required to produce a commodity ; and this 

* diminution cannot take place without a fall of its 

* price or relative value. 

' The improvements which increased the produc** 
' tive powers of the land, are such as the more 

* skilful rotation of crops, or the better choice of 

* manure. These improvements absolutely enable us 
' to obtain the same produce from a smaller quan- 
' tity of land. If, by the introduction of a course 
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of ttirnips, I can feed my sheep besides raising ihy 
com, the land on which the sheep were before fed 
becomes unnecessary, and the same quantity of 
raw produce is raised by the employment of a less 
quantity of land. If I discover a manure which 
will enable me to make a piece of land produce 
20 per cent, more corn, I may withdraw at least a 
portion of my capital from the most unproductive 
part of my farm. But, as I before observed, it is 
not necessary that land should be thrown out of 
cultivation, in order to reduce rent : to produce 
this effect, it is sufficient that successive portions 
of capital are employed on the same land with 
different results, and that the portion which givBi^ 
the least result should be withdrawn. If, by the 
introduction of the turnip husbandry, or by th^ 
use of a more invigorating manure, I can obtain 
the same produce with less capital, and without 
disturbing the difference betweeh the productive 
powers of the successive portions of capital, I shall 
lower rent: for a different and more productive 
portion will be that which will form the standard 
from which every other will be reckoned. If, 
for example, the successive portions of capital 
yielded 100, 90, 80, 70; whilst I employed these 
four portions, my rent would be 60, or the differ- 
ence between 



flOO 
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* 70 and 100 = 30] 

* 70 and 90 = 20 , ., . ^v , . on 
«*»n J on — inlwhilst the produce J 80 
'70 and 80 = 10 J. ^^^j^ be 340. f 70 
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340 



CHAPTBR XI., BOOK I. 



908 



^ and while I employed these portions, the rent 

* would remain the same, although the. produce of 
' each should have an equal augmentation. If, in- 

* stead of 100, 90, 80, 70, the produce should he in- 
^ creased to 125, 115, 105, 95, the rent would stil! 
^ he 60, or the difference hetween 



'95 and 125 = 30 

* 95 and 115 = 20 

• 95 and 105 = 10 

60 



whilst the produce would 
he increased to 440. 



I 



125 

115- 

105 

95 

440 



* But with such an increase of produce, without an, 
' increase of demand, there could be no motive for 
' employing so much capital on the land ; one por- 

* tion would be withdrawn, and consequently the 

* last portion of capital would yield 105 instead of 
'95, and rent would fall to 30, or the difference 

* between 



'105andl25 = 20 
•105 and 115 =10 

30 



whilst the produce will be 
still adequate to the wants 
of the population, for it' 
would be 345 quarters, or 



125 
115 
105 

34^ 

* the demand being only for 340 quarters. — 5ut 
^ there are improvements which may lower the re- 

* lative value of produce without lowering the corn 

* rent, though they will lower the money rent of 

* land. Such improvements do not increase the' 
'productive powers of the land; but they enable 

* us to obtain its produce with less labour. They 

* are rather directed to the formation of the eapital' 
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applied to the land, than to the cultivation of the 
land itself. Improvements in agricultural imple-' 
mentSy such as the plough and the thrashing-ma- 
chine, economy in the use of horses employed in 
husbandry, and a better knowledge of the vete- 
rinary art, are of this nature. Less capital, which 
is the same thing as less labour, will be employed 
on the land; but to obtain the same produce, less 
land cannot be cultivated. Whether improvements 
of this kind, however, affect com rent, must depend 
on the question, whether the difference between 
the produce obtained by the employment of diffe- 
rent portions of capital be increased, stationary, or 
diminished. If four portions of capital, 50, 60, 70» 
80, be employed on the land, giving each the same 
results, and any improvement in the formation of such 
capital should enable me to withdraw 5 from each,, 
so that they should be 45, 55, 65, and 75, no alter- 
ation would take place in the corn rent ; but if the 
improvements were such as to enable me to make 
the whole saving on that portion of capital, which 
is least productively employed, corn rent would 
immediately fall, because the difference between 
the capital most productive, and the capital least 
productive, would be diminished; and it la this 
difference which constitutes rent. 
* Without multiplying instances, I hope enough 
has been said to show, that whatever diminishes 
the inequality in the produce obtained from suc- 
cessive portions of capital employed on the same 
or on new land^ tends to* lower rent; and that 
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^ whatever increases that inequality, necessarily pro- 
' duces an opposite effect, and tends to raise it. 
' In speaking of the rent of the landlord, we have 

* rather considered it as the proportion of the pro- 
' duce, obtained with a given capital on any given 

* farm, without any reference to its exchangeable 

* value ; but since the same cause, the difficulty of 

* production, raises the exchangeable value of raw 
' produce, and raises also the proportion of raw pro- 

* duce paid to the landlord for rent, it is obvious 

* that the landlord is doubly benefited by difficulty 

* of production. First he obtains a greater share, 

* and secondly the commodity in which he is paid is 

* of greater value.' 



• Rent.* 

Land is of different degrees of fertility* There is 
a species of land, the elevated or stony parts, for 
example, of high mountains, loose sand, and certain 
marshes, which muy be said to produce nothing. 
Between this and the most productive sort^ there 
are lands of all the intermediate degrees of fertihty. 
^ Again ; lands, of the highest fertility, do not yield 
the whole of what they are capable of yielding, with 
the same facility. A piece of land, for example, 
may be capable of yielding annually tefi quarters 
of com, or twice ten, or three times ten* It yields, 

• From JElemenfi of Political Economif, By Janoes Mill, 
Bnq. 3rd «ditiou. 

T 
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however, the first ten, with a certfdn qui^ntity of 
labour, the second ten, not without a gre^vter, the 
third ten, not without a greater still, and so on ; 
every additional ten requiring to ^ts production a 
greater cost than the ten which preceded it. This 
is well Hnown to be the law, according to which, 
by a greater expenditure of capital, a greater pro- 
duce is obtained, from the same portion of land. 

' Till the whole of the best land is brought under 
cultivation, and till it has received the* application 
of a certain quantity of capital, all the ^apUal e^i- 
ployed on the land is employed with an equal return. 
In any country, therefore, after a certain quantity 
of com has been raised, no greater quantity can 
be raised, but at a greater cost. If such additional 
quantity is raised, the capital, employed upon the 
land, may be distinguished into two portions; one, 
producing a higher ; another, a lower return. 

* When capital producing a lower return is ap- 
plied to the land, it is applied in one of two way?. 
Jt is either applied to new land of the second de^ 
gree of fertility, then for the first time brought 
under cultivation ; or it is applied to land of the 
first degree of fertility, which has already received 
all the capital which can be applied without a 
. dioi^nution of return. 

. ' Whether capital shall be applied to land of the 
second degree of fertility, or in a second dose to 
land of the first degree of fertility, will depend, in 
each instance, upon the nature and qualities of the 
two soils. If the same capital which will produce 
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6nly eight quarters, when applied in a second dose 
to the best land, will produce nine quarters, when 
applied to land of the second degree of fertility, 
it will be applied to that land, and vice versa, 

* The land of the different degrees of fertility— 
first, or highest sort ; second, or next highest, and 
80 on, may, for facility of reference, be denominated 
No. 1, No. 2, No. 3, &c. In like manner, the dif- 
ferent doses of capital, which may be applied to the 
same land, one after another, with less and less 
effect^ may be denominated 1st dose, 2nd dose, drd 
dose, and so on. 

* So long as land produces nothing, it is not worth 
appropriating. So long as a paH only of the best 
land is required for cultivation, all that is unculti- 
vated yields nothing ; that is, nothing which has 
any value. It naturally, therefore, remains unap- 
propriated ; and any man may have it, who under- 
ti^kes to render it productive. 

* During this time, land, speaking correctly, yields 
no rent. There is a difference, no doubt, between 
the land which has been cultivated, and the land 
which is yet uncleared for cultivation. Rather 
than clear the fresh land, a man will pay an equi- 
valent, annual or otherwise, for the cost of clearing j 
and it is evident that he will pay no more. This, 
therefore, is not a payment for the power of the 
soil, but simply for the capital bestowed upon the 
soil, it is not rent ; it is interest. 

*The time, however, arrives, as population and 
"* the demand for food increase, when it is necessary 

t2 
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either to have recourse to land of the second quality, 
or to apply a second dose of capital, less productively, 
upon land of the first quality. 
' If a man cultivates land of the second quality, upon 
which a certain quantity of capital will produce only 
eight quarters of corn, while the same quantity of 
capital upon land of the first quality will produce 
ten quarters ; it will make no difference to him, 
whether he pay two quarters for leave to cultivate 
the first sort, or cultivate the second without any 
payment. He will therefore he content to pay two 
quarters for leave to cultivate the first sort ; and 
that payment constitutes rent. 
^ Let us suppose, again, that instead of cultivating 
land of the second quality, it is more advisable to 
apply a secpnd dose of capital to land of the first 
quality ; and that, while the first dose produces ten 
quarters, the second, of equal amount, will produce 
only eight quarters ; it is equally implied in this, 
as in the former case^ that it is impossible to 
employ any more capital with so great an effect as 
the ten supposed quarters, and that there are per- 
sons who are willing to apply it with so little a re- 
turn as eight. But if there are persons who are 
willing to apply their capital on the land with so 
little a return as eight quarters, the owners of the 
land may make a bargain, by which they will 
obtain all that is produced above eight. The 
effect upon rent is thas the same in both cases. 
* It follows that rent increases in proportion as the 
* productive power of the capital, successively be* 
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stowed Upon the land, decreases. If population 
has arrived at another stage, when, all the land of 
second quality being cultivated, it is necessary t6 
have recourse to land of third quality, yielding, in- 
stead of eight quarters, only six, it is evident, fVom 
the same process of reasoning, that the land of 
second quality will now yield rent, namely, tw6 
quarters ; and that land of the first quality will 
yield an augmented rent, namely, two quarter^ 
moiie. The case will be exactly the same, if, 
instead of having recourse to land of less fertility, 
a second and a third dose of capital, with the sam6 
diminution of produce, are bestowed upon land of 
the Arst quality. 

* We may thus obtain a general expression fot 
f^nt. In applying capital, either to lands of various 
degrees of fertility, or, in successilne doses, to the 
same land, some portions of the capital so employed 
are attended with a greater produce, some with a 
less. That which yields the least, yields all that ih 
necessary for re^imbursing and rewarding the capi- 
lal^t. iThe capitalist will receive no more than 
this remuneration for any portion of the capital 
which he employs, because the competition' of 
others will prevent him. All that is yielded abov^ 
this remuneration, the landlord will be able to 
appropriate. Rent, therefore, is the difference 
between the return made to the more productive 
portions, and that which is made to the least 
productive portion, of capital, employed upon the 
land. 

t3 
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' Taking, for illustration, the three cases, of ten 
quarters, eight quarters, and six quarters, we per- 
ceive, tliat rent is the difference between six quar- 
ters and eight quarters for the porticm of capital 
which yields only eight quarters; the difference 
between six quarters and ten quarters for the por- 
tion of capital which yields ten quarters; and 
if three doses of capital, one yielding ten, another 
eight, and another six quarters, are applied to the 
same portion of land, its rent will be four quarters 
for dose No. 1, and two quarters for dose No. 2, 
making together six quarters for the whole. 

' If these conclusions are well supported, the doc- 
trine of rent is simple, and the consequences, as 
we shall see hereafter, are exceedingly important. 
There is but one objection, which it seems posnble 
to make to them. It may be said that, after land 
is appropriated, there is no portion of it wtiich does 
not pay rent, no owner being disposed to give the 
use of it for nothing. This objection has, indeed, 
been raised; and it has been urged, that some 
rent is paid even for the most barren of the Scottish 
mountains. 

' If an objection is taken, it affects the conclusion 
either to a material, or to an immaterial extent. 
Where the matter alleged in objection, even if 
admitted, would still leave the conclusion sub- 
stantially, and to all practical purposes, true, the 
objection must be owing to one of two defects in the 
mind of the objector; either a confusion of ideas, 
which prevents him from seeing to how small 
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a degree the matter which he alleges affects 
the doctrine which he denies ; or a disposition to 
evade the admission of the doctrine, even though 
nothing solid can be found with which to oppose 
it. 

^ That the matter alleged in this objection, even 
if allowed, would leave the conclusion, to all prac- 
tical purposes, just where it was, can hardly fail to 
be acknowledged as soon as the circumstances are 
disclosed. It cannot be so much as pretended that 
the rent paid for the barren mountains of Scotland 
is anything but a trifle ; an evanescent quantity, 
when we speak of any moderate extent. If it 
were 5/. for a thousand acres, that is, about one 
penny per acre, it would bear so small a proportion 
to the cost of cultivation, which could not be less 
than several pounds per acre, that it would UtUe 
affect the truth of the conclusion we have endea^ 
voured to establish. 

^ Let us suppose, for the sake of the argument, that 
the worst species of land under cultivation pays 
one penny per acre : rent, in that case, would be 
the difference between the produce resulting from 
different portions of capital, as explained above, 
with the correction rec[uired on account of the 
penny per acre paid as rent for the worst species of 
land under cultivation. Assuredly, if right in every 
other respect, we shall not be far wrong in our con- 
clusions, by leaving this penny out of the question. 
Avery slight advantage, in simplifying our lau- 
jguage on the subject, would justify this omission. 
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* But it is not true, that our cbbclusiohs Blind in 
* need of any such correction, even fbt metaphyftieal 
^ exactness. There is land, such a^ the sands of 
Arabia., which yields nothihg. LiELhd is found at 
all the intermediate stages from this to the highest 
fertility. Some land, though not absolutely inca- 
pable of yielding anything for the accommodation 
of man, could not be made to yield what woUld 
maintain the labourers reqUilred for its cultiviation. 
This land can never be cultivated. There is laftd, 
the annual produce Of which would first maintain 
the labour necessary for its tultivation, and no 
more. This land is just capable of being culti- 
vated, but obviously incapable of paying vent. 
The objeetion, therefore, is hot only {^ractieilly 
imniaterial ; it is metaphysically unsound. 
' It may be safely affirmed, that there is no 
country, of any considerable eiteht, iU which there 
is not land incapable of yielding rent: that is, 
incapable of yielding to human labour more than 
would be necessaly for the maintenance df that 
labour. Thkt such, at least, is the case in this 
country, seems very unlikely to be disputed. 
There are parts of its mountains where nothing 
less hardy than heath, others where nothing but 
moss, can vegetate. When it is asserted that 
every part of the mountains of Scotland pays rent, 
the state of the facts is'niisunderstood. It is obly 
true that there is nb tenant of any portion of ahy 
man's estate in the highlands of Scotland, who 
does not pay rent. The reason is, because even in 



CHAPTER XL, BOOK I. 



213 



the mountains of Scotland there are spots in the 
valleys, the produce of which is considerable. It 
does not follow, though hundreds of acres of 
mountain are added to these valleys, that therefore 
every part of the mountain yields rent ; it is certain 
that many parts neither do nor can. 

' Even where the land is not absolutely barren, 
and where there is still something for the more 
hardy of the useful animals to pick up, it is not to 
be allowed that rent is the necessary consequence. 
It ought to be remembered, that these cattle are 
capital, and that the land must afford enough not 
only to make a return for that capital, but to pay 
for the tendance of the cattle, of which, in such 
situations, especially in winter, not a little is re- 
quired. Unless the land yields all this, and some- 
thing more, it cannot yield any rent. 

' In the greater part of this island, there is hardly 
a farm, of any considerable extent, which does 
not contain land, some of more, some of less fer- 
tility, varying from a high or moderate degree of 
fertility, down to land which yields not enough to 
afford any rent. Of course I do not request ad- 
mission to this affirmation upon my authority ; I 
rest it upon an appeal to the experience of those 
men who are best acquainted with the circum- 
stances. If the state of the facts corresponds with 
the affirmation, it follows demonstratively, that the 
last portion of the land which is placed under 

cultivation yields no rent. In such farms as 
those we have now described, the tenant has bar- 
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gained for a certain sum to the landlord. That, 
of course, was calculated, upon the produce of the 
land which yielded not only the proper return for 
the capital with which it was cultivated, but some- 
thing more. As the motive of the tenant to cul- 
tivate is wholly constituted by the proper return to 
his capital, if there is any portion of the barren 
land, included in his farm, which will just yield 
the profit of stock, and no more ; though it will 
not afford any thing for rent, it affords to him 
the adequate motive for cultivation. It can hardly 
be denied that, in the insensible degrees by which 
land declines from greater to less fertility, there 
will, in all considerable farms, be generally found 
a portion with thid particular degree and no more. 
* The conclusion, however, may be established 
by the clearest evidence, without regard to the 
question, Whether all land pays Or does not pay 
rent. On land which pays the highest rent. We 
have seen that capital, applied in successive doses, 
is not attended with equal riesults. The first dose 
yields more, possibly much more, than the return 
for the capital. The second also taay yield more, 
ahd 80 on. The tent, if accurately calculated, will 
be equal to all that is rendered by those several 
doses, over and above the profits of stock. The 
cultivator, of course, applies all those several doses 
of capital on which he has agreed tb pay rent. 
But immediately afler them comes another dose, 
which though it yields nothing for rent, may fully 
yield the ordinary profits of stock. It is for the 
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\ profits of stock, aii4 th?m alone, that the farmer 

* cultivates. As long, therefore, as capital applied 

* to his farm Yfi\\ yield the ordinary profits of stock, 
' he will apply capital, if he has it ; I therefore 

* conclude, with assurance, that in the natural state 
' of things, in every agricultural country, one portion 
' of the capital emjiloyed upon the land pays no rent; 
*■ that rent, therefore, consists wholly of that produce 
' which is yielded by the more productive portions 
^. of capital, over and above a quantity equal to that 
' which constitutes the return to the least productive 
\ portion, and which must be received, to afford his 
' requisite profits, by the farmer.' 



The essence of the Ricardo theory is comprised 
in these two affirmative positions: — 

1st. That rent consists of the surplus produce of 
cultivation; surplus, that is, over and above 
that portion of the produce which replaces 
capital with ordinary profits. 
. 2nd. That this surplus produce, or rent, arises 
from, and is in proportion to, the necessity 
(caused by the increase of population and capi- 
tal on a limited field) for resorting to inferior 
soils, or employing capital on the same soils 
with inferior returns. 

These affirmative positions are accompanied by 
others of a negative kind : — 

1st. That nothing is rent but what consists of the 
surplus produce of cultivation. 
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2nd, That this surplus proc(uce never arises, ex- 
cept by means of the necessity for employing 
more capital with smaller returns. 

The affirmative positions may be true, though the 
others should be false. Surplus produce, let us as- 
sume, alv^ays constitutes rent : still rent may be 
paid, which does not consist of surplus produce. A 
necessity for employing more capital with smaller 
returns creates a surplus produce : nevertheless, a 
surplus produce may be created by other means 
than that necessity. These distinctions are of the 
highest importance ; for by keeping them in mind, 
we shall perceive, that while the affirmative posi- 
tions of the Ricardo theory are unquestionably true, 
the others are as certainly false. 

The obvious effect of the negative positions is to 
extend the affirmative ones to every sort of payment 
for the use of land. By observing that the nega- 
tions are erroneous, we shall confine the affirmations 
to that limit within which they are manifestly true. 

Rent does not always consist of surplus produce. 
Land is very often required for other purposes than 
the raising of any commodity for sale. Land, for 
example, is often wanted for the purpose of enjoy- 
ment vdthout the least view to profit ; and in every 
country a good deal of that surplus produce which 
the owners of land receive as rent, they either pay 
themselves, — or transfer to some who pay it, — to 
other owners of land ; paying at a rate, by the acre 
or yard, ten, or even a thousand times greater than 
that at which they received. A large portion of 



CHAPTER XI., BOOK I. 217 

the a^g^re^te rental of this country is paid by some 
people for permission to live near each other on 
spots that are preferred for residence. One land- 
owner is said to receive about 100,000/. a-year as 
the g'round rent of about 600 acres in a favourite 
part of London. Rent of this kind, — rent of which 
surplus produce forms no part, — and a far higher 
rent than was ever paid out of surplus produce 
derived from the cultivation of land, — is paid in and 
near those towns which are called watering-places. 
Such examples might be multiplied without end. 
T^ese, however, are sufficient to show, that the first 
negative position of the Ricardo theory is decidedly 
erroneous. To what extent, then, is the first affir- 
mative position true ? Its very words would seem 
to show :-7-Surplus produce of cultivation over and 
above what replaces capital with ordinary profits. 
The doctrine then applies to that land only which 
is used for cultivation with a view to profit. Mr. 
Ricardo himself has said so, when limiting' his in- 
quiry to " payment for the natural and indestruc- 
tible powers of the soil." But he has not observed 
his own limitation. He, and still more his followers 
Mr. Mill and Professor McCulloch, have drawn all 
kinds of rent within that narrow bqundary. 

That the second negative position is as untrue as 
the other, will appear from the cases which follow. 
Every occasion on which surplus produce, and 
therefore rent, increases without the employment 
of more capital for a less return, goes to disprove 
that position. 

VOL, II. u 
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1. Land is of four natural qualities; No. 4, 
No. 3, No. 2, and No, 1. In the actual state of 
agricultural skill, No, 4 will not yield a produce 
equal to the cost of production, and therefore 
remains uncultivated. No. 3 produces ten quarters, 
which only just replace capital with ordinary pro- 
fits, and therefore yields no rent. No. 2 produces 
fifteen quarters, and therefore yields five quarters 
for rent. No. 1 produces twenty quarters, yielding* 
ten quarters for rent. Agricultural improvements 
now take place, by means of which the produce of 
each piece of land is increased to the amount of 
five quarters, though the capital employed in each 
case remain the same. Profits remaining the 
same, the surplus produce of No. 1 will now be 
fifteen quarters ; that of No. 2, ten quarters ; and 
that of No. 3, which before yielded no surplus 
produce, ^ve quarters. These improvements may 
permit the cultivation of No. 4, so as to obtain 
from it a remunerating return at the ordinary rate 
of profit ; and so far the increase of rent for Nos. 
1 and 2, and the creation of rent for No. 3, will be 
attended by a resort to land c^ inferior natural 
fertility. But in this case, the cause of a higher 
rent for Nos. 1 and 2, and of some rent for No. 3, 
would not be a necessity for resorting to inferior 
land ; it would be improvements in agriculture, by 
means of which the gross produce of capital had 
been augmented, . and inferior land had become fit 
for cultivation. 

Great improvements of agricultural skill, like 
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those which occurred in this country about forty 
years ago, cause a great increase of the gross pro- 
duce of agriculture. At first, perhaps, the whole 
of the increase is shared between capitalists and 
labourers, in the shape of higher profits and higher 
wages. Before long, however, the increase of 
labourers, arising from higher wages, brings wages 
down- to the old level ; and the increase of capital, 
arising from higher profits, brings profits down to 
the old level. As soon as this happens, the whole 
of the increase of produce, arising from improved 
skill, falls to the owners of land in the shape of 
higher rent In this way, the rental of a country 
may be doubled or trebled (if the productiveness 
of agricultural capital be doubled or trebled by 
improved skill) without the least necessity for 
employing capital with a less return than was 
obtained by the least productive portion of capital 
before the improvement of agricultural skill. 
During the process, indeed, inferior land may be 
brought into cultivation ; not, however, because of 
any necessity for resorting to inferior land, but be- 
cause land, which formerly would not, now will 
yield a remunerating return. In England, since 
the time of Alfred, the surplus produce of agricul- 
ture, and the rent of land used for cultivation, 
have increased enormously. If the whole increase 
had been owing to a progressive necessity for 
resorting to inferior soils, the smallest returns to 
capital in the time of Alfred, would have vastly 

u2 
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e]$:ceecled the smallest present returns ; whereas the 
fact is, perhaps, that the smallest returns now 
exceed the greatest returns in the time of Alfred, 
or even of, Henry VIII. A chief cause, therefore, 
of the progress of rent in advancing countries^ 
seems to he the progressive improvement of agri* 
cultural skill. This cause of rent is ahsolutely 
rejected by the second negative position of the 
Jlicardo theory. 

2. States of society may be conceived in which 
an increase of surplus produce, or rent, should 
take place without either a decrease or an increase 
of the returns to capital. This appears to have 
happened lately in a great part of Ireland. If the 
bulk of a people be brought to live upon potatoes^ 
and in hovels and rags, and to pay, for permission 
so to live, all that they can produce beyond hovels^ 
rags, and potatoes, then, in proportion as they put 
up with less, the owner of the land on which they 
live» obtains more, even though the return to 
capital or labour should remain unaltered. What 
the miserable tenants give up, the landlord gathers.. 
This consideration seems to account for the very 
high rents which the landlords of Ireland obtain 
from their wretched tenantry. If the standard of 
living were raised in Ireland, without any improve- 
ment of agricultural skill, there would be less sur- 
plus produce for the landlord, and rents must 
inevitably sink. A fall in the standard of livings 
amongst the cultivators of the earth is another 
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cauMe df surplus produce, and rent, absolutely 
rejected by the second ne^tive position of the 
Ricardo theory. 

In a more civilized country, like England, 
surplus produce may be increased by a fall of 
wages; that is, a decrease in the cost of production. 
This may happen without either the cultivation of 
any inferior land, or the employment of more 
capital with less returns, or any increase of the 
gross produce through improved skill. The rent of 
English farms, when measured in agricultural 
produce, has lately been rising, while wages were 
falling. In the southern counties of England too, 
the cost of production has l)een artificially dimi- 
nished by means of paying the wages of farm- 
labourers out of a general rate. This notable 
scheme must for a time have had the effect of 
augmenting the surplus portion of produce, and 
therefore the value of land ; though it has ended 
in imposing a tax on the land, which at present 
more than outweighs any advantage ever derived 
by the landlord from the payment, in part, by 
classes who did not employ them, of the wages of 
farm labourers. When wages fall, the effect upon 
surplus produce is the same as a fall in the 
standard of living: the whole produce remaining 
the same, the surplus part is greater ; the pro- 
ducers have less, and the landlord more. Rent, 
says the Ricardo theory, consists of surplus. There 
are more ways than one, however, by which surplus 
may be increased. 

u3 
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3. In England, during the last twenty yearft^ 
agricultural rents have fallen» when estimated ii^ 
money ; and, as most estates were charged before 
that period with fixed money payments, the owners 
o£ land have, speaking generally, suffered a heavy 
loss. But during the last twenty years, agricul^ 
tural rents, measured, as alone they can be fairly 
, measured, in farm-produce, instead of fallings have 
actually risen. Suppose that money rents have 
fallen forty per cent, (which seems a large allow-^ 
ance) since the time when the price of wheat was 
lOOs. per quarter ; still, the price of wheat having 
been reduced to 40^. per quarter; rent having 
fallen forty per cent, and the price of wheat sixty per 
cent., rent is higher than before by fifty per cent. : a 
farm which used to let for 100/. in money, or 20 
quarters of wheat, now lets for 60/. in money, or 
30 quarters of wheat. This may be an extreme 
supposition ; but that agricultural rents, measured 
in farm-produce, are higher than they were twenty 
years ago, will not be denied by any one at all 
acquainted with the facts. By what means has 
this increase of rent taken place ? Have we resorted 
to the cultivation of inferior soils ? On the contrary^ 
during the last twenty years, a good deal of inferior 
land has been thrown out of cultivation.. Has 

# 

the gross produce of agriculture been much in^ 
creased by means of improvements in skill, so as 
to increase the surplus part which falls to the land- 
lord ? Probably not ; since it . is a common com* 
plaint that land has been cultivated with less care. 
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since the time of a brisk war-demand, and high 
money prices. To what then are we to attribute 
this increase of real rent ? In part, perhaps, refer* 
ring to the last case, to a fall, through a fall in 
wages, in the cost of production (though this cause 
seems to have been fully counteracted by an enor^ 
mous increase in the real amount of poor's-rate)» 
but chiefly to a cause which is pointed out by the 
following facts. During the last twenty years, the 
condition of English farmers has been grievously 
altered for the worse* Half as many farmers, per- 
haps, as the whole present number amounts to, 
have been entirely ruined ; have lost the whole of 
their capital ; and have b^en succeeded by others^ 
most of whom are constantly on the verge of in- 
solvency. I During the period in question, very 
many farms have ruined two or three tenants ; and 
no one farmer has made such profits as enabled him 
to live like the great mass of farmers five-and- 
twenty years ago. The farmers, like the small shop- 
keepers of the present day, are a race of beggars 
when compared with their fathers. They complain 
that they pay rent out of their capital ; and, seeing 
how many of them are ruined every year, the asser- 
tion seems to be true. But is there any lack of 
competition for farms which become vacant through 
the ruin of the tenants ? None : on the contrary, 
the competition for such farms, and often at an in- 
creased rent (increased when measured in produce), 
is as keen as during the period when every farmer 
either made a fortune, or lived as if he had been the 
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owner of his farm. Referring to the Note on the 
subject of Profits, this competition for niin may be 
attributed to superabundance of capital. But what 
is the effect of this competition upon rent ? All that 
portion of the produce, by keeping which for them*' 
selves, farmers used to make fortunes or live like 
landlords, is transferred to the owners of land. It is 
transferred by means of what Mr. Samuel Gumey 
calls " the severe competition of the present tinie.** 
What the tenant gives up, the landlord gathers. 
Such a result is perfectly agreeable to that part of 
the Ricardo theory which describes rent as the sur^ 
plus produce of agriculture. As the Irish cottier, 
who lives upon potatoes, has all the more to spare, 
wherewith to buy permission to grow potatoes, so 
the English farmer, compelled by excessive compe- 
tition to put up with very low profit, and even with 
loss, has all the more to spare wherewith to purchase 
from his landlord permission to sufler so hanassing 
a state of existence. A fall of profits, like a fall of 
wages, and of the standard of living, increases that 
part of the produce which is surplus, and therefore 
raises rent. This cause of rent, like the other two, 
is wholly rejected by the second negative position 
of the Ricardo theory.* 

* English farmers and landlords are equally blind to the pri- 
mary cause of that competition which is so hurtful to one class 
and beneficial to the other^ viz. superabundance of capital. 

The means by which agricultural capital may go on in- 
creasing, though employed with a very low profit, or even 
with loss, will be noticed under the head of Capital. 
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4. There appears to be one other way yet, in which 
the surplus produce of agriculture, and therefore the 
rent of land used for agricultural purposes, may be 
increased, without any necessity for resorting to in- 
ferior land. Nay, the case has actually happened 
over and over again, in which agricultural rents 
were raised by resorting for a supply of one kind of 
food to land of a superior natural quality. " The 
moors of Lancashire," says Colonel Torrens, * 
'* could not originally have been made to grow com, 
because the quantity of corn consumed by the 
labourers reclaiming and cultivating them, would 
have exceeded the quantity which they were capable 
of producing. But' cheap corn was brought from 
Ireland and other places; increasing wealth and 
population created an intense and extensive demand 
for those agricultural luxuries, which, not entering 
into the subsistence of farm-labourers, are not ex« 
pended in reproducing themselves; and the con* 
sequence has been, that what wa& the barren moor, 
now bears crops of great value, and pays higher 
rents than the most fertile corn lands of England.'* 
Adam Smith touches upon this principle when he 
says : " In the neighbourhood of a great town, the 
demand for milk and for forage to horses frequently 
contribute, together with the high price of butcher's 
meat, to raise the value of grass above what may be 
called its natural proportion to that of corn. * * * 
Particular circumstances have sometimes rendered 

* Colonization of South Australiai p. 280« 
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Bome countries so populous, that the whole territory* 
like the lands in the neighbourhood of a great town, 
has not been sufficient to produce both the grass and 
the com necessary for the subsistence of their in- 
habitants. Their lands, therefore, have been princi* 
pally employed in the production of grass, the more 
bulky commodity, and which cannot so easily be 
brought from a great distance ; and corn, the food 
of the great hddj of the people, has been chiefly im- 
ported from foreign countries. Holland is at present 
in this situation, and a considerable part of ancient 
Italy seems to have been so during the prosperity of 
the Romans. To feed well, old Cato said, as we are 
told by Cicero, was the first and most profitable 
thing in the management of a private estate ; to 
feed tolerably well, the second ; and to feed ill, the 
third. To plough, he ranked only in the fourth 
place of profit and advantage." The territory of 
Genoa has always been in this situation. Of a most 
sterile quality by nature, and indeed wholly unfit for 
the production of com, the land of that country 
nevertheless yields upon the average a much higher 
rent than the most fertile corn lands in the not far 
distant plain of the Po. But by what means ? By 
means of the importation of cheap com raised oo 
those more fertile lands. This . cheapness of com, 
by promoting wealth and population, has led to a 
demand within the territory of Genoa for agricultural 
objects, such as vegetables, fruit, olive-oil, wine, and 
silk, which that land is capable of producing ; and 
thus land, which if it had been employed in growing 
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corn, would never have yielded a produce beyond the 
cost of production, or any rent, now yields — the 
cost of production being low by means of the low 
price of imported food— <« large surplus produce, 
and a high rent. With .respect to rent, what would 
happen in Holland, if the people of that country 
were debarred from obtaining cheap corn elsewhere ; 
were thus compelled to raise at home, with a vast in- 
crease of the cost of production, all the food which 
they consume P In that case, if surplus produce be 
the measure of rent, rents would fall in exact pro* 
portion to the decrease of surplus produce. The 
produce of land would be raised with a greater out- 
lay ; less of it, therefore, in the shape of surplus, 
would remain for the landlords. As rents would 
thus be lowered in Holland by compelling the 
people of that country to raise the whole of their 
food at home, so our Com Laws seem to prevent 
agricultural rents from being raised here by means 
of the importation of cheap com. What has actually 
happened in Holland, might take place here. By 
importing cheap com, we should create a new 
demand for all sorts of agricultural produce exclu- 
sive of com : corn, the chief article of the labourer's 
food, being cheap, all those other sorts of produce 
would be raised at less cost, so as to leave a larger 
surplus for the landlord. This, perhaps, in a country 
which possessed an unlimited manufacturing power 
of buying cheap corn from other countries, and 
where no limit could be assigned to the demand for 
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many sorts of agricultural produce exclusive of corn, 
would become the most powerful cause of rent. The 
highest rent occasioned by the importation of corn 
from countries where com is produced at the least 
cost ; by resorting to lands, not of inferior, but of 
superior quality, for the purpose of raising common 
food ! Jt is not in general, but in particular And 
express terms, that this cause of rent is rejected by 
the second negative position of the Ricardo theory. 
Nay, if that position were true, the process here de- 
scribed would cause a fall of rents. 

From the foregoing examples it appears, that there 
are various ways in which the surplus produce of 
cultivation — the excess of produce over what re- 
places capital with ordinary profits — may be in- 
creased, otherwise than by the occurrence of a ne- 
cessity for employing capital with smaller returns. 
It follows that the second negative position of the 
Ricardo theory is most untrue. What then becomes 
of the second affirmative position ? The limit within 
which it is true, may now be perceived. The neces- 
sity for employing capital with smaller returns is not 
an universal cause of rent : it is only one cause of 
rent ; and the only sort of rent of which it ever is 
the cause, is payment for the use of that land only» 
which is used in growing the common food of the 
people. 

This limitation of the doctrine indicates its vast 
importance. The one cause of one sort of rent^ 
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pointed out by the Ricardo theory, seldom operates in 
uny country of which the inhabitants are allowed to 
import their common food from soils more fertile 
than their own ; and in proportion as it does operate 
in such cases, it checks or prevents the operation of 
another cause of rent, which seems to be the more 
powerful of the two. The high rent paid in Holland 
is niot what may be termed a necessity rent : it is a 
surplus-produce rent, depending upon the absence 
of imy necessity for obtaining the common food of 
the people by successive applications of capital with 
less and less return. While, moreover, the progress 
of a necessity rent is surely accompanied by a dete- 
rioration in the state of the bulk of the people, in 
consequence of the greater exchangeable value of 
oommon food in relation to labour ; while this is the 
inevitable result of a necessity for employing capital 
with less returns in the production of common food, 
the other increase of rent, — that which arises from 
an increase of surplus produce, by means of obtain- 
ing common food from superior, though foreign 
soils, — may take place, not only without any dete- 
rioration, but with an improvement in the state of 
the bulk of the people. Adam Smith, with his dis- 
tinctions between common food and other sorts of 
produce, had some notion of this difference. Mr. 
Ricardo did not perceive it ; but then he has clearly 
shown, what Adam Smith can hardly be said to have 
perceived — that there is a cause of rent, which, for 
the sake of a more powerful cause of rent, and above 

X 



930 KOTB OK 

all for the good of the people, ought to be earefiilly 
avoided. Such is the inestimable value of the Ri* 
cardo theory, when all the different Causes of sur* 
plus produce are considered. 

The Ricardo theory acknowledges, though no state- 
ment of it duly appreciates the iufluence of position 
upon the surplus produce of land. Of two pieces of 
land, one near to a town and the other far from it^ 
the surplus produce will be very different. Between 
the cost of conveying produce to market and manure 
from the town, in the two cases, there will be a wid6 
difference; and the whole difference in favour of the 
land which is near to a town, is surplus which fklls 
to the landlord as rent. Both Mr. Ricardo and Mr. 
Mill expressly state, that superiority of position with 
respect to manure and a market, is the same thing 
as superior 'natural fertility. These two circum- 
stances are the same, in so far as they have the 
same influence on surplus produce; but they are 
very different in another respect. Superior natural 
fertility is constant ; it can neither be increased nor 
diminished; it cannot be created: whereas supe- 
riority of position may be taken away or conferred ; 
it may be taken away by the ruin of a town, or may 
be conferred by the establishment of a town, or'of a 
new road which leads to a town, or even by the im- 
provement of a road. Let us mark the consequences 
of this difference. An increase of population and 
wealth does not in the least augment the superior 
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aatural fertility of any land : in all those parts of a 
country, on the other hand, where increasing popu* 
lation and wealth become filled, there, superiority of 
position is conferred upon much land which pos- 
sessed it not before. As to this fand, a circum- 
3tance has taken place which augments surplus pro- 
duce and rent, not merely without any decrease of the 
lowest return to capital, but by means of an increase 
in the return to some capital. A similar effect 
might be produced without any increase of popu- 
lation and wealth. If all the non-agricultural po- 
pulation of England were living in one town, then, 
merely by separating them into a great number of 
towns, the aggregate cost of conveying produce tp 
market, and of obtaining manure, would be greatly 
diminished ; and the whole difference would be di- 
vided amongst the owners of that land near to which 
the several towns had been established. This hypo^ 
thetical case serves to illustrate the influence of su- 
perior position. Every part of a considerable coun- 
try may be nearer to a town, than the greater part of 
some other countries. The greater part of the land 
in many countries is more distant from a town than 
any part of Holland. To what does Holland owe 
the great wealth and population in proportion to 
territory, which confer upon the whole of the land 
of that country a certain superiority of position ? To 
the absence of a necessity for employing capital with 
less and less returns in growing the common food of 
the people ; to the importation of the common food 
of the people from countries where it can be raised 

x2 
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at less cost than in Holland. This is a lesson for 
the landowners of England. 

By not sufficiently attending to the influence of 
position, Mn Ricardo and his followers have fallen 
into a curious mistake. 

'' On the first settling of a country," says Mr. 
Ricardo, ^' in which there is an abundance of rich 
and fertile land, a very small proportion of which 
is required to be cultivated with the capital which 
the population can command, there will be no rent; 
for no one would pay for the use of land, when there 
was an abundant quantity not yet appropriated, and, 
therefore, at the disposal of whosoever might choose 
to cultivate it.*' 

** So long," says Mr. Mill, '' as land produces 
nothing, it is not worth appropi;iating. So long as 
a part only of the best land is required for culti- 
vation, all that is uncultivated yields nothing : that 
is, nothing which has any value. It naturally, there- 
fore, remains unappropriated; and any man may 
have it, who undertakes to render it productive. 
During this timey land, speaking correctly, yields no 
rent.'' 

^' On the first settlement," says Professor McCul- 
loch, '' of any country abounding in large tracts of 
unappropriated land, no rent is ever paid ; and for 
this obvious reason, that no person will pay rent for 
what may be obtained in unlimited quantities for 
nothing. Thus in New Holland, where there is an 
ample supply of fertile and unappropriated land, 
rent will not be heard of until the best lands are 
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eultifxUed, In the earlier stages of society, and 
wben only .the best lands are cultivated, rent ii 
Mnknown*, In the earlier stages of the progress of 
{Miy country, when none but the best of the good 
soils are cultivated, and when consequently the 
greatest quantity of food is obtained by means of a 

• given quantity of labour, no rent is ever paidf" 

Here we have a fact, and a reason for it. The 
statement of fact is contradicted by all experience« 
In countries where there is a prodigious extent of 
the most fertile land not yet cultivated, a very high 
rent is paid for some land, and even for land which 
is devoted to cultivation with a view to profit. In 
New York, and most of the large towns a£ North 

. Americaj ground rents are as high, perhaps, as in 
Lrivf rpool or London. Land in the neighbourhood 
of those townsi which is used for supplying the towns^ 
people with produce that will not bear distant 
carriage, such ad fruit, miik, and kitchen vegetables ; 
what is called '* accommodation-land" yields as high 
a tent in America as in England. In America 
again, land which is used for growing the common 
food of the people, if near to a town, or to a good 
road which leads to a town, yields a rent, when 
land used for the same purpose, but far from a town, 
yields none ; it yields as rent the whole difference 
between the two costs of conveying produce to 
market ; a difference which is remarkably great in 

* Princit»left of Political Economy. 

t Introductory Discourse to his edition of the PVeaiik of 
Nations, 

X 3 
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countries where, for want of good roads^ the produce 
of most laad cannot be conveyed to masket without 
a great out] ay for transport*. *' The difference between 
the return made to the more productive portions, 
and that which is made to the least productive por- 
tion of capital," is not always paid by a tenant to a 
landowner, because, in America, land is very com- 
monly . cultivated by those who own it; but that 
difference really constitutes rent, whether paid by 
the cultivator to* the owner of land, or retained by- 
the owner, who is also the cultivator. That differ- 
ence arises in America, and other. countries where 
there. is yei a boundless extent of uncultivated land, 
from difference of position. It is true that, in such 
countries, rent is never paid for superior natural 
fertility ; and the reason is plain, because, as Pro-. 
fessor McCulloch says, " no person will pay rent for 
what may be obtained in unlimited quantities for- 
nothing." But land in a superior position with 
respect to markets, never can exist in unlimited 
quantities; it is essentially of a limited quantity. 
One cannot but be surprised that such acute observ- 
ers as Mr. Ricardo and Mr. Mill should have over- 
looked so obvious a distinction. Their mistake on 
this point forms the groundwork of that second 
negative position of the Ricardo thory, which rejects, 
all causes of rent, save the necessity for employing 

* Some conclusive evidence concerning the superior value 
of some land in countries where there is an unlimited quantity 
of the most fertile land, will be given under the head of 
Colonies. 
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capital with a smaller return*. Take a^ay the 
foundation, and th^ superstructure is demolished. 

Under the head of Position, we have to examine 
the nature and causes of that rent whith is paid for 
what is termed accommodation-land. 

Ii\ the neighbourhood of every town, there is land 
which, though used for cultivation, yields a higher 
rent than the difference ^between two costs of con- 
veying commodities to market. Many of the wants 
of the inhabitants of a town cannot be supplied 
without' the use of land in the neighbourhood of the 
town. Milk,' many, fruits, and many kitchen-vege- 
tables, for instance, will not bear carriage from a 
distance. If raised at a considerable distance from 
the town, they would be spoiled on their way to 
market. If obtained at .all by the inhabitants of a 
town, they must come from land which is not far offl 
So again, if the inhabitant of a town wish to keep 
cows for the use of his family, or want feeding- 
ground for his horses, as very commonly happens 
with the richer inhabitants of a town, though not of 
a large. city, he must obtain the use of land which is 
near to his residence. Such a person, like the 
market-gardener and the dairy-man, hardly takes 
into account the difference, between two costs of 
carriage from the land to the town. There, or not 
at all, he must- obtain land which will Serve his pur- 
pose. What he pays, therefore, for the use of such 

* The causes of rent, in countries where there is an 
unlimited quantity of the most fertile land, will be more fdlly 
noticed under the head of Colonies* 
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l^d, will depend altog^ber on the pfoportion 
between the supply and the demsind. 

But the supply of land for purposes which no 
other land will serve, — for land in a giyen situation 
— must always be the same. It follows that the pro- 
portion between supply and demand must depend 
upon the amount of the demand. The demand mmi 
of course be in proportion to the si2e of the town, 
and the wealth of its inhabitants. We finJ, accord-^ 
ingly, that the accommodation»land which ia rotmdn 
about a small and poor town, yields a lower rent 
than that which surrounds a large ancT wealthy one. 
The larger and richer the town> the higher will be 
the accommodation-rent paid in its neighbourhood ; 
the greater the number of towns whose inhabitants 
are rich enough to pay for accommodation, the 
gfeater will be the aggregate amount of accommo* 
dation-rents. For augmenting this sort of rent 
locally and generally, the only means is an increase 
of wealthy town«population. We shall see presently 
under what circumstances this cause operates with 
the greatest effect, and increases another sort, of rent 
which remains to be noticed. 

The highest rent ever obtained, it has been 
observed before, is paid for land which yields nothing 
in the shape of produce. All the different classes of 
a society besides those who cultivate ' land, require 
land for an infinite variety of purposes besides culti- 
vation. For carrying on the business and enjoy- 
ments of society, there must be houses, warehouses, 
factories, public buildings, docks, wharfs, mailcet-, 
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places, canals, roads, theatres, and pleasure-gardens. 
Wherever land is wanted for any of thede or the like 
purposes, whether by private persons or on behalf of 
the public, it obtains a price, or lets for a rent, far 
exceeding the highest price or rent ever given even 
for accommodation-land. Whatever the local de* 
mand for such land, the supply must always be con* 
stant : price or rent, therefore, depends upon the 
demand.' The local demand for such land has 
several degrees of intensity, according to the purpose 
for which the land is required, according to the dif- 
ficulty or impossibility of attaining that purpose on 
any other spot, and according to the wealth of the 
class of persons whose purpose is to be served. 
But without dwelling on these not very important 
differences, it appears that, both locally and gene- 
rally, the demand for land not employed in culti- 
vation, like the demand for accommodation-land, 
depends upon the amount and the wealth of town- 
population. It was worth while to' state such a 
truism, only with a view to what follows. 

" It is," says Dr. Chalmers, " just because of a 
fertility in the earth by which it yields a surplus pro- 
duce over and above the food of direct and second- 
ary labourers, that we can command the services of 
a disposable population^ who, in return for their 
maintenance, minister to the proprietors of this sur- 
plus all the higher comforts and elegancies of life. 
It is precisely to this surplus that we owe it, that 
society is provided with more than a Cbarse and bare 
supply for the necessities of animal nature. It is 
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the original fund out of which are paid the expenses 
of art, and science, and civilization, and luxury, and 
law, and defence, and all, in short, that contributes 
to strengthen and adorn the commonwealth. With- 
out this surplus we should have had but an agrarian 
population, — consisting of husbandmen, and those 
few homely and rustic artificers who, scattered in 
hamlets over the land, would have given their services 
to the whole population. To this surplus we stand 
indispensably indebted for our crowded cities, our 
thousand manufactories for the supply of comforts 
and refinements to society, our wide and diversified 
commerce, our armies of protection, our schools and 
colleges of education, our halls of legislation and 
justice, even our altars of piety and temple services." 
The high rents of accommodation^land and building'* 
ground are paid out of the surplus produce of other 
land — out of the profits of farmers * and the rents of 
landlords, in part directly, in part indirectly through 
the medium of taxation and^exchange. The num- 
bers and wealth of the town-population of £nglan4 
have arisen through a progressive increase of the 
surplus produce of agriculture. Our great disposable 
population, which in proportion to the whole number 
is double that of France, and is chiefly settled in 
towns, has been called into existence by improve- 
ments in agriculture which have augmented the 

* Here is an example of the defects of oiir economical 
alphabet. We want words by which to distinguish between 
the surplus produce which constitutes rent, and the whole 
surplus produce above what replaces capital. 
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surplus produce of labour* We hare seen the cause 
and tiie effect, in the great agricultural improve- 
ments which took place during the late war, and the 
consequent increase of town-population. A mira- 
culous improvement in the natural fertility of our 
land would have had the same effect. We cannot 
improve the natural fertility of our land ; nor is it 
probable that, in a country so highly cultivated as 
ours, much greater improvement will be made in the 
art of raising the common food of the people. But 
we may resort, for the common food of the people^ 
to lands naturally more fertile than our own. In this 
way, the owners of our land would have a double 
gain. In the first place, common food being cheaper, 
they would gain the advantage already pointed out; 
that of a larger rent^surplus from the produce of 
capital employed in raising everything but common 
food. Secondly, they would gain an increase, to 
which one can set no lin^it, of our town-population, 
wanting accommodation-land and building^greundi 
Of the whole population fed by the agriculture of 
many distant lands, the part which Dr. Chalmers 
calls disposable, would reside here, extending in 
proportion to its increase, and more or less in all 
directions, that sort of demand for land which caused 
the highest rent. The general inference is most 
important. In a country which possesses superior 
and unlimited manufacturing power, and where the 
quantity of common food can be no further increased 
without a less productive employment of ci^ital, the 
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most efficient cause of all sorts of rent, is the impor- 
tation, by nleans of exchange for manufactured 
goods, of the cheapest common food that can beany 
where obtained. 

. The subject of the relations between price and rent 
remains to be considered. 

When rent arises from, or is increased through, a 
necessity for resorting to inferior soils, or otherwise 
employing more capital with less returns, a rise of 
price must occur. The demand has increased ; and 
the supply cannot be augmented except at a greater 
cost for the new quantity obtained. The new quan-* 
tity, if sold at the old price, would not replace, with 
ordinary profit, the capital employed in raising it : 
the greater cost of productioa must be covered by a 
higher price. The price, therefore, rises in propor- 
tion to the difference between the old and the new 
costs of production. But as ail the produce sells 
for this higher price, the more productive portions 
of capital may now be replaced, with ordinary profit, 
by the sale of less than the old quantity of produce. 
Hence a surplus, and rent, from capital which before 
yielded none. This is the Ricardo principle. When- 
ever rent arises or is increased according to the ne- 
cessity principle, there is a rise in the price of the 
commodity which has been produced at greater cost. 
But, even in this case, price does not appear to be 
the cause of rent* The higher rent is accompanied 
by a higher price ; but the cause, both of the price 
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and of the rent, seems to be a new demand which 
could not be supplied at the old cost. 

If the new demand were supplied at the old cost, 
there would be no rise of price. The new demand 
might be so supplied by means of improvements in 
agricultural skill. The old returns to capital, being 
sold at the old price, replace capital with profit ; but 
the returns are now greater : the price is the same ; 
but there is more to sell. Hence a surplus, and 
rent, from capital which yielded none before. Here 
is fresh rent, without any rise of price. 

Nay, rent may be increased with a fall of price, 
when the increase of rent arises from improvements. 
Suppose a new demand, and a new supply. If the 
supply is furnished by means of greater returns to 
capita], and the new quantity of produce somewhat 
exceed the new demand, price falls. But unless 
price fall so much that the whole of the new returns 
to capital must be sold in order to replace capital 
with profit, then, whatever part of those returns it is 
not necessary to sell for that purpose, becomes in- 
crease of surplus or rent. Whenever the increase 
of returns to capital is more than equal to the fall 
of price ; whenever price does not fall to the whole 
extent of the decrease in the cost of production, then, 
rent increases with a fall of price. 

There is yet another case in wMch rent rises as 
price falls. 

Let us suppose that a nation expend equal amounts 
in the purchase, first of common food, and secondly, 
of other products of land ; half of their land being 

T 
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employed for raising common food, and the othet 
half for raising* other things. This being the case, 
all common food is now obtained from abroad at half 
price. Instead of half, therefore, only one quarter 
of the whole amount would now be spent on com« 
mon food. Three quartern remain to be spent on 
other things. As the quantity of land for producing 
other things has been doubled, while the demand 
for other things has been augmented by one half; 
as the new supply of other things has been doubled, 
while the new demand has only been increased by 
one half, the price of other things will fall one 
quarter, or twenty-five per cent. But while the price 
of other things has fallen twenty-five per cent., the 
price of common food, and, therefore, the cost of 
producing other things, have fallen fifty per cent. 
The difference forms surplus or rent. Here would 
be a rise of rent, with a fall in the price, both df 
common food and of other things. 

But so surely as common food was cheaper, the 
population and wealth of the nation would increase. 
In time, then, the demand for other things would 
come to equal the old demand for common food and 
other things together. The price of other things 
would then rise to its old mark. But as the price 
of common food would not rise, the cost of pro- 
ducing other things would still be fifty per cent, 
lower than of old. Thus the landlords would reap 
the whole benefit of the fall in the price of the com- 
mon food of the people. 

The gain of the landlords might not stop thei^. 
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If the power of the supposed nation to buy common 
food from other countries with manufactured goods 
were unlimited, and if there were no limit to the 
supply of common food at a low price*, in that case, 
wealth and population would go on increasing until 
the demand for other things tham common food 
should exceed the old demand for common food and 
other things together. The price of other things 
would then rise above what it had ever been ; and 
the whole increase of price would belong to the land- 
lords. This advantage, though it would be obtained 
by means of a fall in the price of common food, may 
be termed a Ricardo* theory rent The new rent 
would have arisen through a necessity, in order to 
meet the new demand, for employing capital with 
smaller returns ; not, indeed, in growing the com- 
mon food of the people, but in growing all the other 
things produced on the land of the supposed country. 

Besides all that part of the produce, which is sur- 
plus over what replaces capital with profit, landlords 
commonly receive, under the name of rent, a pay- 
ment for buildings and other improvements, such as 
clearing from noxious vegetation, draining, fencing, 
water-courses for irrigation, artificial ponds for cattle, 

* Under the head of Corn Laws, I shall inquire at length 

nto the probable limit to the supply of cheap coru which this 

country might obtain from foreign countries^, and shalli under 

the head of Colonies, endeavour to show how the supply 

might be increased without any assignable limit. 
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&c., &c., &c, Adam Smith has supposed that the 
value of these artificial properties is governed by the 
same laws as the natural properties of the land; 
those properties which Mr. Ricardo calls " original 
and indestructible powers." He has been re- 
proached, and especially by the most strenuous 
advocates of the Ricardo theory, with confounding 
two things essentially different. Payment, say they, 
for natural properties is rent : payment for artificial 
properties is a return for the capital by which those 
properties were created ; it is profit, or interest. 
Upon this subject, Mr. Ricardo (page 188 of the 
present volume) and Mr. Mill (page 207) hold the 
same opinion as is expressed by Professor McCulloch 
in the following passage. 

" The rent of land properly so called, is the sum 
paid by a tenant to a landlord for the use of the 
natural and inherent powers of the soil, and is en- 
tirely distinct from the sum which a tenant pays for 
the use of such buildings as may have been erected 
on a farm, or for any improvements that may have 
been effected on it. The latter is the profit on, or 
the return to, the capital laid out in the buildings 
or improvements. These two sums are commonly 
confounded, as they have been in this instance by 
Dr. Smith, under the general name of rent. But 
they are essentially distinct, and ought to be so con- 
sidered in every inquiry of this sort.'** 

* Footnote in his edition of the Wealth of Nations^ vol. i. 
p. 239. 
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The question on which Professor McCulIoch thus 
widely differs from Adam Smith is of great import- 
ance. In advanced countries, a very large propor- 
tion of what is paid for land used in cultivation, 
consists of a payment for properties which have been 
conferred by the outlay of capital. Suppose the 
whole of the land of this country brought back to a 
state of nature ; without farm-buildings of any sort, 
unfeuqed, undrained, and covered, here, with a dense 
forest, there, with furze and brambles, and, in other 
places, with reeds and rushes, or stagnant water : 
then estimate the cost of replacing every thing in 
its present state : allow five, or only two per cent., 
as profit or interest on the outlay ; deduct that sum 
from the present rent paid for land used in cultiva- 
tion : bow much would remain as payment for '' the 
natural and inherent powers of the soil " ? So little, 
every one will allow, as to constitute a small pro- 
portion of the whole rent. If, therefore. Professor 
McCulloch were in the right, the laws which regu- 
late rent, would affect but a very small, an insignifi- 
cant fraction of the whole rental of any advanced 
country, I cannot help thinking, that he is alto- 
gether in the wrong. 

Some of the land in this and other countries, 
which is used for growing common food, and yields 
a high rent, has been reclaimed from the sea by an 
outlay of capital. The natural or original property 
of tins land was that of being covered twice every 
day with salt water. The fertility which it now 
possesses, is altogether artificial j has been created 
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by the outlay of capital for forming a wall or bank 
which excludes the salt water. The rent which 
some of this land yields is, I believe, equal to the 
capital laid out in conferring on the land its actual 
properties. The rent of this land has greatly in- 
creased of late years, like that of other land in Eng- 
land. But the rates of profit and interest have de- 
clined, while rent was increasing. Is this case, then, 
an exception from the general rule ? Do those who 
laid out capital in giving to this land all its fertile 
properties, or their successors, obtain a rate of profit, 
or interest, amounting to perhaps one hundred per 
cent., while the common rate of interest is under four 
per cent.? These questions require no other an- 
swer, than that rent for this land has obviously been 
governed by the same laws, as the rent of other land 
which does not owe all its properties to an outlay of 
capital. 

In the case taken as an example by Mr. Mill, 
when capital is laid out in clearing the land of its 
natural forest, — a process without which the land 
would have possessed no fertility whatever, — ^is alF 
the rent which afterwards arises, to be considered as 
profit or interest on the original outlay? Clearly 
not ; because the rent of this land will rise, or, 
having risen, will fall, not according to the laws 
which govern profit and interest, but according to 
those which govern rent. In every case, it seems 
quite plain, a property which has been bestowed by 
labour, will rise or fall in value exactly like a natural 
property. 
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But it may be said that there is a wide difference ' 
Between artificial and natural properties; since farm* 
buildings, drains, fences, water-courses, and sea* 
walls must be occasionally renewed by fresh outlays 
of capital, while the natural powers of the s(h1 are 
"indestructible." The answer is, that the soil has 
no indestructible powers ; that the natural powers * 
of the soil may be destroyed by over-cropping, and 
must be preserved, if at all, by forbearance on thtf 
part of the cultivator, — by his never forcing the land 
to produce as much as might be obtained from it ; 
that the farmer is usually bound by his lease, or by 
custom, to abstain from over-cropping the land; 
that, during a few years, he would pay a great deal 
more for the land, if allowed to injure its natural 
properties ; that if he were allowed to over-crop the 
land» its natural properties must be renewed by an 
outlay for manure, or by a loss of rent while the 
land was left in fallow to recover its fertility, exceed- 
ing the extraordinary rent paid for permission to 
over-crop the land; and, that what the landlord 
foregoes, in order to preserve, or, if he did not fore- 
go, would have to expend, in order to restore the 
natural qualities of a farm, is of the same character 
precisely as that which he occasionally expends in 
order to preserve its artificial qualities ; and that, 
consequently, so far as rent is concerned, there is no 
difference between artificial and natural properties. 

There is, however, a great difference between pro- 
perties created by an outlay of capital, and the 
moveable capital employed in farming. The former 
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being permanently joined to, or blended with, the 
ni^tural properties of the soil, become, as respects 
their value, subject to the same circumstances as 
regulate the value of natural properties : the latter 
partakes of the character of all other moveable capi^ 
tal, and is subject to the circumstances which deter* 
mipe the rate of profit. While, therefore, Adam 
Smith has properly confounded things which are 
essentially the same. Professor McCulloch not only 
separates those things, but confounds things which 
are essentially distinct. 
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BOOK II. 

Of the NaturCi Accumulation^ and Employment of 

Stock, 



INTRODUCTION. 

In that rude state of society in which there is no 
division of labour [employments], in which exchanges 
are seldom made, and in which every man provides 
every thing for himself, it is not necessary that any 
stock should be accumulated or stored up beforehand 
in order to carry on the business of the society. Every 
man endeavours to supply by his own industry his 
own occasional wants as they occur. When he is 
hungry, he goes to the forest to hunt; when his 
coat is worn out, he clothes himself with the skin 
of the first large animal he kills ; and when his hut 
begins to go to ruin, he repairs it, as well as he can, 
with the trees and the turf that are nearest it. 

But when the division of labour [employments] 
has once been thoroughly introduced, the produce 
of a man's own labour can supply but a very small 
part of his occasional wants. The far greater part 
of them are supplied- by the produce of other men's 
labour, which he purchases with the produce, or, 
what is the same thing, with the price of the pro- 
duce of his own. But this purchase cannot be 
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made till such time as the produce of his own 
labour has not only been completed, but sold. A 
stock of goods of different kinds, therefore, must be 
stored up somewhere sufficient to maintain him, 
and to supply him with the materials and tools of 
his work till such time, at least, as both these 
events can be brought about. A weaver cannot 
apply himself entirely to his peculiar business, un- 
less there is beforehand stored up somewhere, either 
in his own possession or in that of some other per- 
son, a stock sufficient to maintain him, and to 
supply him with the materials and tools of his work, 
till he has not only completed, but sold his web. 
This accumulation must, evidently, be previous to 
his applying his industry for so long a time to such 
a peculiar business. 

As the accumulation of stock must, in the nature 
of things, be previous to the division of labour [em- 
ployments], so labour [employments] can be more 
and more subdivided in proportion only as^ stock is 
previously more and more accumulated. The quan- 
tity of materials which the same number of people 
can work up, increases in a great proportion as 
labour comes [employments come] to be more and 
more subdivided; and as the operations of each 
workman are gradually reduced to a greater degree 
of simplicity, a variety of new machines come to be 
invented for facilitating and abridging those opera- 
tions. As the division of labour [employments] 
advances, therefore, in order to give constant em- 
ployment to an equal number of workmen, an equal 
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itock of provisions, and a greater stock of materials 
&nd tools than what would have been necessary in 
a ruder state of things, must be accumulated before- 
hand. But the number of workmen iii every branch 
of business generally increases with the division of 
labour [employments] in that branch, or rather it is 
the increase of their number which enables them to 
class and subdivide themselves in this manner*. 

As the accumulation of stock is previously neces- 
sary for carrying on this great improvement in the 
productive powers of labour, so that accumulation 
naturally leads to this improvement. The person 
who employs his stock in maintaining labour, neces^ 
sarily wishes to employ it in such a manner as to 
produce as great a quantity of work as possible. 
He endeavours, therefore, both to make among his 
workmen the most proper distribution of employ- 
ment, and to furnish them with the best machines 
which he can either invent or afford to purchase. 

* The first and most important division of employments 
seems to be that which takes place, when by means of concert 
or combination, some men work, and some superintend ; 
when some use the capital of others, receiving a portion of the 
produce as wages. Before this can happen, capital must, of 
course, have been accumulated ; but this division of employ- 
ments does not necessarily follow the accumulation of capital. 
In the infancy of new colonies, for example, before any kind 
of slavery has been established, capital taken from the mother 
country generally perishes for want of hired labourers to use 
it. And in every country, whether of ancient or modem 
times, while land was so cheap that every freeman could easily 
obtain a piece for himself, the only means of maintaining the 
first and most important division of employments has been 
some sort of slavery. 
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His abilities in both these respects are generally ia 
proportion to the extent of his stock, or to the num- 
ber of people whom it can employ. The quantity 
of industry, therefore, not only increases in every 
country with the increase of the stock which em- 
ploys it, but, in consequence of that increase, the 
same quantity of industry produces a much greater 
quantity of work. 

Such are in general the effects of the increase of 
stock upon industry and its productive powers. 

In the following book I have endeavoured to ex^ 
plain the nature of stock, the effects of its accumu- 
lation into capitals of different kinds, and the effects 
of the different employments of those capitals. This 
book is divided into five chapters. In the first 
chapter, I have endeavoured to show what are the 
different parts or branches into which the stock, 
either of an individual, or of a great society, natu- 
rally divides itself. In the second, I have endea- 
voured to explain the nature and operation of money 
considered as a particular branch of the general 
$tock of the society. The stock which is accumu- 
lated into a capital, may either be employed by the 
person to whom it belongs, or it may be lent to 
some other person. In the third and fourth chap- 
ters, I have endeavoured to examine the manner in 
which it operates in both these situations. The 
fifth and last chapter treats of the different effects 
which the different employments of capital im- 
mediately produce upon the quantity both of na- 
tional industry, and of the annual produce of land 
and labour. 
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CHAPTER I. 

Of the Bimsion of Stock. 

When the stock which a man possesses is no more 
than sufficient to maintain him for a few days or * 
a few weeks, he seldom thinks of deriving any 
revenue from it. He consumes it as sparingly as 
he can, and endeavours by his labour to acquire 
something which may supply its place before it be 
consumed altogether. His revenue is, in this case, 
derived from his labour only. This is the state 
of the greater part of the labouring poor in all 
countries*. 

But when he possesses stock sufficient to maintain 
him for months or years, he naturally endeavours 
to derive a revenue from the greater part of it ; re- 
serving only so much for his immediate consumption 
as may maintain him till this revenue begins to 
come in. His whole stpck, therefore, is distinguished 
into two parts. That part which, he expects, is to 
afford him this reventie, is called his capital. The 
other is that which supplies his immediate consump- 
tion ; and which consists either, first, in that portion 
of his whole stock which was originally reserved for 
this purpose; or, secondly, in his revenue, from 

* The greater part, as has been said before (vol. i. p. 174), 
of those who cultivate land in most countries, do not work for 
hire, but employ small capitals of their own.«— E. 
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whatever source derived, as it gradually comes in ; 
or, thirdly, in such things as had been purchased 
by either of these in former years, and which are 
not yet entirely consumed; such as a stock of 
clothes, household furniture, and the like. In one, 
or other, or all of these three articles, consists the 
stock which men commonly reserve for their owli 
immediate consumption. 

There are two different ways in which a capital 
may be employed so as to yield a revenue or profit 
to its employer. 

First, it may be employed in raisings manufactur- 
ing, or purchasing goods, and selling th^m again 
with a profit. The capital employed in this man*^ 
ner yields no revenue or profit to its employer, while 
it either remains in his possession, or continues in 
the same shape. The goods of the merchant yield 
him no revenue or profit till he sells them for moneys 
and the money yields him as little till it is agaia 
exchanged for goods. His capital is continually 
going from him in one shape, and returning to him 
in another, and it is only by means of such circula- 
tion, or successive exchanges, that it can yield h\m 
any profit. Such capitals, therefore, may very pro- 
perly be called circulating capitals. 

Secondly, it may be employed in the improves 
ment of land, in the purchase of useful machifies 
and instruments of trade, or in such like things as 
yield a revenue or profit without changing masters, 
or circulating any further. Such capitals, therefore^ 
may very properly be called fixed capitals. 
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Pifferent oocupations require very differtnt pro- 
portioQs between the Axed wni circulating capitals 
employed in them* 

The papital of a merchant, for example, is alto- 
gether a circulating capital. He has occasion for 
no machines or instruments of trade, unless his shop 
pr warehouse be considered as such. 

Some part of the capital of every master artificer 
or manufacturer must be fixed in the instruments 
of his (radCf This part, however, is very small in 
som^) and very great in qthers. A master tailor 
requires no other instruments of trade but a parcel 
of needles. Thpse of the master shoemaker are a 
little, though but a very little, more expensive. 
Those of the weaver rise a good deal above those of 
the shoepaal^er. The far greater part of the capital 
pf all such master artificers, however, is circulated, 
either in the wages of their worj^men, or in the 
price of their materials, and repaid with ^ profit by 
(;he price of the work. 

In other works a muph greater fixed capita) is 
required. In a great iron-work, for example, the 
furnace for melting the ore, the forge, the slit-mill, 
are instruments of trade which cannot be erected 
without a very great expense. In coal-works, and 
mines of every kind, the machinery necessary both 
for drawing out the water and for other pvirposes, is 
frequently still more expensive. 

That part of the capital of the farmer which is 
employed in the instruments of agriculture is a fixed, 
that which is employed in the wages and maint^- 
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nance of his labouring servants, is a circulating 
capital. He makes a profit of the one by keeping it 
in his own possession, and of the other by parting 
with it. The price or value of his labouring cattle 
is a fixed capital in the same manner as that of the 
instruments of husbandry : their maintenance is a 
circulating capital in the same manner as that of 
the labouring servants. The farmer makes his profit 
by keeping the labouring cattle, and by parting with 
their maintenance. Both the price and the mainte- 
nance of the cattle which are bought in and fattened, 
not for labour, but for sale, are a circulating capital. 
The farmer makes his profit by parting with them. 
A flock of sheep or a herd of cattle that, in a breed- 
ing country, is bought in, neither for labour, nor for 
sale, but in order to make a profit by their wool, 
by their milk, and by their increase, is a fixed 
capital. The profit is made by keeping them. Their 
maintenance is a circulating capital. The profit is 
made by parting with it ; and it comes back with 
both its own profit, and the profit upon the whole 
price of the cattle, in the price of the wool, the 
milk, and the increase. The whole value of the seed 
too is properly a fixed capital. Though it^goes 
backwards and forwards between the ground and 
the granary, it never changes masters, and therefore 
does not properly circulate. The farmer makes his 
profit, not by its sale, but by its increase. 

The general stock of any country or society is the 
same with that of all its inhabitants or members, 
and therefore naturally divides itselt* into the same 
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thre« portions^ each of wbiph hps a distinct fuqotjqn 
or office* 

I'he first is that portion which is reserved for 
ip^ioediate cposumptiou, and of which the characte- 
ristic is, that it affords no revenue or profit. It 
consists in the stock of food, clothes, household 
fuHM^ure, &c. which have been purchased by their 
Pfoper CQiismners, but \vhich are not yet entirely 
consui^^d. The whole stock of mere dwelling- 
houses too subsisting at any one time in the country, 
make a part of this first portion. The stock that is 
laid put in a house, if it is to be the dw^Uiqg-house 
of the prpprietor, ceases from that moinent to serve 
iu the function qf a capital, ox to afford any revenue 
tp its owner. A dwelling-house, as such, contributes 
nothing tp the revenue of its inhabitant ; and though 
it is, no doubt, extrepieiy useful to him, it is as his 
clothes and household furniture are useful to him, 
whipb, l^owever, mak^ a part of his expense, s^ud not 
of his revenue. If it is to be let to a tenant for 
rent, as the house ^tself can produce nothing, the 
tenaut must always pay the rent put pf sonie other 
revenue which he derives either fron^ labour, or 
stocV> or land. Though a house, therefore, may 
yield ^ revenue tp its prpprietor, and thereby serve 
in the function of a capital to him, it cannot yield 
any to the public, nor serve in the function of a 
capital to it, and the revenue of the whole body of 
the people can never be in the smallest degree 
increased by it. Clothes, and household furniture, 
i^. the same manner, sometimes yield a revenue, and 
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thereby serve in the function of a capital to parti- 
cular persons. In countries where masquerades are 
common, it is a trade to let out masquerade dresses 
for a night. Upholsterers frequently let furniture 
by the month or by the year. Undertakers let the 
furniture of funerals by the day and by the week. 
Many people let furnished houses, and get a rent, 
not only for the use of the house, but for that of the 
furniture. The revenue, however, which is derived 
from such things, must always be ultimately drawn 
from some other source of revenue. Of all parts of 
the stock, , either of an individual, or of a society, 
reserved for immediate consumption, what is laid 
out in houses is most slowly consumed. A stock of 
clothes may last several years : a stock of furniture 
half a century or a century : but a stock of houses, 
well built and properly taken care of, may last many 
centuries. Though the period of their total con- 
sumption, however, is more distant, they are still as 
really a stock reserved for immediate consumption 
as either clothes or household furniture. 

The second of the three portions into which the 
general stock of the society divides itself, is the fixed - 
capital, of which the characteristic is, that it affords 
a revenue or profit without circulating or changing 
masters. It consists chiefly of the four following 
articles : 

First, of all useful machines and instruments of 
trade which facilitate and abridge labour : 

Secondly, of all those profitable buildings which 
are the means of procuring a revenue, not only to 
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their proprietor who lets them for a rent, but to the 
person who possesses them and pays that rent for 
them ; such as shops, warehouses, workhouses, farm- 
houses, with all their necessary buildings ; stables, 
granaries, &c. These are very different from mere 
dwelling-houses. They are a sort of instruments of 
trade, and may be considered in the same light : 

Thirdly, of the improvements of land, of what has 
been profitably laid out in clearing, draining, en- 
closing, manuring, and reducing it into the condition 
most proper for tillage and culture. An improved 
farm may very justly be regarded in the same light 
as those useful machines which facilitate and abridge 
labour, and by means of which, an equal circulating 
capital can afford a much greater revenue to its 
employer. An improved farm is equally advantage- 
ous and more durable than any of those machines, 
frequently, requiring no other repairs than the most 
profitable application of the farmer's capital em- 
ployed in cultivating it : 

Fourthly, of the acquired and useful abilities of 
all the inhabitants or members of the society. The 
acquisition of such talents, by the maintenance of 
the acquirer during his education, study, or appren- 
ticeship, always costs a real expense, which is a 
capital fixed and realized, as it were, in his person. 
Those talents, as they make a part of his fortune, so 
do they likewise of that of the society to which he 
belongs. The improved dexterity of a workman 
may be considered in the same light as a machine 
or instrument of trade which facilitates and abridges 
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lulipur, mA wbieb, ibpugb it cosU a eertMa eiipef)fiw» 
repays that expense with a pioiit. 

The third and last of the three portions into whieh 
the general stoek of the society naturally divides 
itself, is the circulating capital ; of which the cha- 
racteristic is, that it afibrds a revenue o^ly by 
circulating or changing masters. It is composed 
likewise of four parts : 

First, of the money by means of which all the. 
other three are circulated and distributed to thdir 
proper consumers : 

Secondly, of the stock of previsions which aw 
in the possession of the butcher, the graiier, the 
farmer, the corn-merchant, the brewer, &c., and 
fvom the sale of whiph they expeet to derive a 
pfQfit : 

Thirdly, of the materials, whether altogether rude, 
or more or less manufactured, of clothes, furntture^ 
and building, which are not yet made up into any 
of those three shapes, but which remain in the 
hands of the growers, the manufacturers, the mer- 
cers, and drapers, the timber-merchants, the carpen- 
ters and joiners, the brickmakers, &c. 

Fourthly, and lastly, of the work which is made 
up and completed, but which is still in the hands 
of the merchant and manufacturer, and not yet dis- 
posed of or distributed to the proper consumers; 
such as the finished work which we frequently iind 
ready-made in the shops of the smith, the cabinet?* 
maker, the goldsmith, the jeweller, the ehina- 
merchant, &c. The circulating capital consists, in 
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this manner, of the provisions, materials, and finished 
work of all kinds that are in the hands of their 
respective dealers, and of the money that is neces- 
sary for circulafting and distributing them to those 
who are finally to use or to consume them. 

Of these four parts, three, provisions, materials, 
and finished work, are, either annually, or in a 
longer or shorter period, regularly withdrawn from 
it, and placed either in the fixed capital, or in the 
stock reserved for immediate consumption. 

Every fixed capita) is both originally derived from, 
and requires to be continually supported by, a circu- 
lating capital. All useful machines and instruments 
of trade are originally derived from a circulating 
capital, which furnishes the materials of which they 
are made, and the maintenance of the workmen who 
make them. They require too a capital of the same 
kind to keep them in constant repair. 

No fixed capital can yield any revenue but by 
means of a circulating capital. The most useful 
machines and instruments of trade will produce 
nothing without the circulating capital which aflPbrds 
the materials they are employed upon, and the 
maintenance of the workmen who employ them. 
Land, however improved, will yield no revenue 
without a circulating capital, which maintains the 
labourers who cultivate and collect its produce. 

To maintain and augment the stock which may 
be. reserved for immediate consumption, is the sole 
end and purpose both of the fixed and circulating 
capitals. It is this stock which feeds, clothes, and 
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lodges tlie people. Their riches or poverty depends 
upon the abundant or sparing suppUes which those 
two capitals can afford to the stock reserved for 
immediate consumption. 

So great* a part of the circulating capital being 
continually withdrawn from it, in order to be placed 
in the other two branches of the general stock of 
the society, it must in its turn require continual 
supplies, without which it would soon cease to exist. 
These supplies are principally drawn from three 
pources, the produce of land* of mines, and of 
fisheries. These afford continual supplies of piq- 
visions and materials, of which piirt is afterwards 
wrought up into finished workt ^^ by which are 
replaced the provisions, materials, and finished work 
continually withdrawn from the circulating capital 
From mines too isi d^awn what is necessary fur 
maintaining and augmenting that p|krt of it which 
eonsists in money. For though, in the ordinary 
ppurse of business, this part is i|ot, like the other 
three, necessarily withdrawn from it, in order to be 
pUced io the other two branches of the general 
stpck of the society, it must, however, like all other 
things, be wasted and worn out at last, and spme- 
times too be either lost or sent abroad) and must, 
therefore, require continual, though, no doubt, 
much smaller supplies. 

Land, mines, and fisheries, require all both a 
fixed and a circulating capital to cultivate them ; 
and their produce replaces with a profit, not only 
those capitals, but all the others in the society. 
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Thus the famiftr annually itplaces to the maniifa<H 
tttrer the provisions which he had consumed and 
the materials which he had wrought up the year 
before ; and the manufacturer replaces to the farmer 
the finished work which he had wasted and worn 
out in the same time. This is the real exchange 
that is annually made between those two orders of 
people, though it seldom happens that the rude pro« 
duce of the one and the manufactured produce of 
the other are directly bartered for one another; 
because it seldom happens that the farmer sells hi^ 
oorn and his cattle, his flax and his Wool^ to the 
very same person of whom he chuses to purchase 
the clothes, furniture^ and instruments of Uade 
which he wants. He sells, thereforej his rude pro- 
duce for mon^y^ with which he can purchase, wher- 
ever it is to be had^ the manufactured prodiiee he 
has occasion for. Land even replaces, in part at 
leasts the capitals with which fisheries and mines are 
cultivated. It is the produce of land which draws 
the fish from the waters ; and it is the produce of 
the surface of the earth which extracts the minerals 
from its bowels. 

The produce of land, mines, and fisheries, when 
their natural fertility is equal, is in proportion to 
the exteitt and proper application of the capitals 
employed about them* When the capitals are equals 
and equally well applied, it is in proportion, to their 
natural fertility. 

In all countries where there is tolerable seourilyi 
every man of common understauding will endei^vo^ 
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to employ whatever .stock he can command, in pro« 
curing either present enjoyment or future profit. If 
it is employed in procuring present enjoyment, it is 
a stock reserved for immediate consumption. If it 
is employed in procuring future profit, it must pro* 
cure this profit, either hy staying with him, or by 
going from him. In the one case it is a fixed, in 
the other it is a circulating capital. A man must 
be perfectly crazy who, where there is tolerable 
security, does not employ all the stock which be 
commands, whether it be his own, or borrowed of 
other people, in some one or other of those three 
ways. 

In those unfortunate countries, indeed, where men 
are continually afraid of the violence of their supe- 
riors, they frequently bury and conceal a great part 
of their stock, in order to have it always at hand to 
carry with them to some place of safety, in case of 
their being threatened with any of those disasters to 
whiich they consider themselves as at all times 
exposed. This is said to be a common practice in 
Turkey, in Indostan, and, I believe, in most other 
governments of Asia. It seems to have been a 
common practice among our ancestors during the 
violence of the feudal government. Treasure-trove 
was in those times considered as no contemptible 
part of the revenue of the greatest sovereigns in 
Europe. It consisted in such treasure as was found 
concealed in the earth, and to which no particular 
person could prove any right. This was regarded 
in those times as so important an object, that it was 



CHAP. I.] OF STOCK. 265 

ftlways considered as belonging to the sovereign, 
and neither to the finder nor to the proprietor of the 
land, unless the right to it had been conveyed to 
the latter by an express clause in his charter. It 
was put upon the same footing with gold and silver 
mines, which, without a special clause in the charter, 
were never supposed to be comprehended in the 
general grant of the lands, though mines of lead, 
'copper, tin, and coal were, as things of smaller 
consequence*. 

* The subject of this chapter is so intimately connected 
with that of the Third chapter of this Book (the Accumula- 
tion of Capital)^ that I find k more convenient to notice them 
both under one bead. The introduction of a treatise on 
Metallic and Paper Currency between these two chapters, is 
a striking example of the disorder of the Wealth ofNationt, — £. 
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CHAP. II. 

Of Money considered as a particular Branch of tk^ 
general Stock of the Society, or of the Expense of 
maintaining the National Capital, 

It has been shown in the First Book, that the priee 
of the greater part of commodities resolvies itself 
into three parts, of which one pays the wages of the 
labour, another the profits of the stock, and a third 
the rent of the land which had been employed in 
producing and bringing them to market : that there 
arci indeed, some commodities of which the price is 
made Up of two of those parts only, the wages of 
labour, and the profits of stock ; and a very few in 
which it consists altogether in one, the wages X}f 
labour; but that the price of every commodity 
necessarily resolves itself into some one, or other, or 
all of these three parts ; every part of it which goes 
neither to rent nor to wages, being necessarily profit 
to somebody. 

Since this is the case, it has been observed, with 
regard to every particular commodity, taken sepa- 
rately ; it must be so with regard to all the commo- 
dities which compose the whole annual produce of 
the land and labour of every country, taken 
complexly. The whole price or exchangeable value 
of that annual produce, must resolve itself into the 
same three parts, and be parcelled out among the 
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differeqt inhabitants of the country, either as the 
wages of their labour, the profits of their stock, or 
the rent of their land. 

But though the whole value of the annual pro- 
duce of the land and labour of every country is thus 
divided among and constitutes a revenue to its differ- 
ent inhabitants ; yet as in the rent of a private 
estate we distinguish between the gross rent and the 
neat rent, so may we likewise in the revenue of all 
th« inhabitants of a great country. 

The gross rent of a private estate comprehends 
whatever is paid by the farmer ; the neat rent, what 
ramains free to the landlord, after deducting the 
expense of management, of repairs, and all other 
necessary charges; or what, without hurting his 
estate, he can afford to place in his stock reserved 
for immediate consumption, or to spend upon his 
table, equipage, the ornaments of his house and 
furniture, his private enjoyments and amusements. 
His real wealth is in proportion, not to his gross, 
but to his neat rent. 

The gross revenue of all the inhabitants of a 
great country comprehends the whole annual pro- 
duce of their land and labour ; the neat revenue, 
what remains free to them after deducting the 
expense of .maintaining ; first, their fixed ; and 
secondly, their circulating capital ; or what, with- 
out encroaching upon their capital, they can place 
in their stock reserved for immediate consumption, 
or spend upon their subsistence, conveniencies, and 
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amusements. Their real wealth too is in proportion, 
not to their gross, but to their neat revenue. 

The whole expense of maintaining the fixed 
capital, must evidently be excluded from the neat 
revenue of the society. Neither the materials ne- 
cessary for supporting their useful machines and 
instruments of trade, their profitable buildings, &c., 
nor the produce of the labour necessary for fashion- 
ing those materials into the proper form, can ever 
make any part of it. Hie price of that labour may 
indeed make a part of ^t ; as the workmen so em- 
ployed may place the whole value of their wages in 
their stock reserved for immediate consumption. 
But in other sorts of labour, both the price and the 
produce go to this stock, the price to that of the 
workmen, the produce to that of other people, whose 
subsistence, conveniencies, and amusements, are 
augmented by the labour of those workmen. 

The intention of the fixed capital is to increase 
the productive powers of labour, or to enable the 
same number of labourers to perform a Inuch greater 
quantity of work. In a farm where all the neces- 
sary buildings, fences, drains, communications, &c. 
are in the most perfect good order, the same number 
of labourers and labouring cattle will raise a much 
greater produce, than in one of equal extent and 
equally good ground, but not furnished with equal 
conveniencies. In manufactures the same number 
of hands, assisted with the best machinery, will 
work up a much greater quantity of goods than with 
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more imperfect instruments of trade. The expense 
which is properly laid out upon a fixed capital of 
any kind, is always repaid with great profit, and 
increases the annual produce by a much gieatec. 
value than that of the support which such improve- 
ments require. This support, however, still requires 
a certain portion of that produce. A certain quan- 
tity of materials, and the labour of a certain number 
of workmen, both of which might have been imme- 
diately employed to augpnaent the food, clothing, 
and lodging, the subsistence and conveniencies of 
the society, are thus diverted to another employ- 
ment, highly advantageous indeed, but still differ- 
ent from this one. It is upon this account that all 
such improvements in mechanics, as enable the 
same number of workmen to perform an equal 
quantity of work with cheaper and simpler ma- 
chinery than had been usual before, are always 
regarded as advantageous to every society. A 
certain quantity of materials, and the labour of a 
certain number of workmen, which had before been 
employed in supporting a more complex and ex- 
pensive machinery, can afterwards be applied to 
augment the quantity of work which that or any 
other machinery is useful only for performing. The 
undertaker of some great manufactory who employs 
a thousand a-year in the maintenance of his ma- 
chinery, if he can reduce this expense to five 
hundred, will naturally employ the other five 
hundred in purchasing an additional quantity of 
materials to be wrought up by an additional number 
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of workmen. The quantity of that work, therefore^ 
which his machinery was usefal only for performing; 
will naturally be augmented, and with it all thei 
advantage and conveniency which the society can 
derive from that work. 

The expense of maintaining the fixed capital in a 
great country, may very properly be compared tor 
that of repairs in a private estate. The expense of 
repairs may frequently be necessary for supporting 
the produce of the estate, and consequently both 
the gross and the neat rent of the landlord. When 
by a more proper direction, however, it can be' 
diminished without occasioning any diminution of 
produce, the gross rent remains at least the same as 
before, and the neat rent is necessarily augmented.' 
' But though the whole expense of maintaining the 
fixed capital is thus necessarily excluded from the 
neat revenue of the society, it is not the same case 
with that of maintaining the circulating capital. Of 
the four parts of which this latter capital is com- 
posed, money, provisions, materials, and finished 
work, the three last, it has already been observed, 
are regularly withdrawn from it, and placed either 
in the fixed capital of the society, or in their stock 
reserved for immediate consumption. Whatever 
portion of those consumable goods is not employed 
in maintaining the former, goes all to the latter, 
and makes u part of the neat revenue of the society. 
The maintenance of those three parts of the circu- 
lating capital, therefore, withdraws no portion of 
the annual produce from the neat revenue of the 
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soci6ty> besides what is necessary for maintaining^ 
the fixed capital. 

The circulating capital of a society is in this 
respect different from that of an individual. That 
of an individual is totally excluded from making 
any part of his neat revenue, which must consist 
altogether in his profits. But though the circulating 
eapital of every individual makes a part of that of 
the society to which he belongs, it is not upon that 
account totally excluded from making a part like- 
wise of their neat revenue. Though the whole goods 
in a merchant's shop must by no means be placed in 
bis own stock reserved for immediate consumption, 
they may in that of other people, who, from a 
revenue derived from other funds, may regularly 
replace their value to him, together with its profits, 
without occasioning any diminution either of his 
capital or of theirs. 

Money, therefore, is the only part of the circu- 
lating capital of a society, of which the maintenance 
can occasion any diminution in their neat revenue. 

The fixed capital, and that part of the circu- 
lating capital, which consists in money, so far as 
they affect the revenue of the society, bear a very 
great resemblance to one another. 

First, as those machines and instruments of trade, 
&c. require a certain expense, first to erect them, 
and afterwards to support them, both which ex- 
penses, though they make a part of the gross, are 
deductions from the neat revenue of the society; so 
th^ siock of money which circulates in any country 



270 METALLIC AND [bOOK XI. 

must require a certain expense, first to collect it, 
and afterwards to support it, both which expenses, 
though they make a part of the gross, are, in the 
same manner, deductions from the neat revenue of 
the society. A certain quantity of very valuable 
materials, gold and silver, and of very curious la- 
bour, instead of augmenting the stock reserved for 
immediate consumption, the subsistence, conve- 
niencies, and amusements of individuals, is em- 
ployed in supporting that great but expensive in- 
strument of commerce, by means of which every 
individual in the society has his subsistence, con- 
veniencies, and amusements, regularly distributed 
to him in their proper proportion. 

Secondly, as the machines and instruments of 
trade, &c. which compose the fixed capital either of 
an individual or of a society, make no part either of 
the gross or of the neat revenue of either ; so money, 
by means of which the whole revenue of the society 
is regularly distributed among all its diflierent mem- 
bers, makes itself no part of that revenue. The 
great wheel of circulation is altogether different 
from the goods which are circulated by means of it. 
The revepue.of the society consists altogether in 
those goods, and not in the wheel which circulates 
them. In computing either the gross or the neat 
revenue of any society, we must always, from their 
whole annual circulation of money and goods, de- 
duct the whole value of the money, of which not a 
single farthing can ever make any part of either. 
. It is the ambiguity of language only which can 
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make this proposition appear either doubtful or para 
doxical. When properly explained and understood, 
it is almost self-evident. 

When we talk of any particular sum of money, 
we sometimes mean nothing but the metal pieces of 
which it is composed ; and sometimes we include in 
our meaning some obscure reference to the goods 
which can be had in exchange for it, or to the power 
of purchasing which the possession of it conveys. 
Thus when we say, that the circulating money of 
England has been computed at eighteen millions, 
we mean only to express the amount of the metal 
pieces, which some writers have computed, or rather 
have supposed to circulate in that country.* But 
when we say, that a man is worth fifly or a hundred 
pounds a-year, we mean commonly to express not 
only the amount of the metal pieces which are an- 
nually paid to him, but the value of the goods which 
he can annually purchase or consume. We mean 
commonly to ascertain what is or ought to be his 
way of living, or the quantity and quality of the 
necessaries and conveniencies of life in which h^ can 
with propriety indulge himself. 

When, by any particular sum of money, we mean 
not only to express the amount of the metal pieces 
of which it is composed, but to' include in its sig- 
nification some obscure reference to the goods wliich 
can be had in exchange for them, the wealth or 
revenue which it in this case denotes, .is equal only 
to one of the two values which are thus intimated 
somewhat ambiguously by the same word, and to 



d74 METALLIC AND [bOOK II. 

the latter more properly than to the former, to the 
money's worth more properly than to the money. 

Thus if a guinea be the weekly pension of a par- 
ticular person, he can in the course of the week pur- 
chase with it a certain quantity of subsistence, con- 
veniencies, and amusements. In proportion as this 
quantity is great or small, so are his real riches, his 
real weekly revenue. His weekly revenue is cer- 
tainly not equal both to the guinea, and to what can 
be purchased with it, but only to one or other of 
those two equal values ; and to the latter more pro- 
perly than to the former; to the guinea's worth 
rather than to the guinea. 

If the pension of such a person was paid to him, 
not in gold, but in a weekly bill for a guinea, his 
revenue surely would not so properly consist in the 
piece of paper, as in what he could get for it. A 
guinea may be considered as a bill for a certain 
quantity of necessaries and conveniencies upon all 
the tradesmen in the neighbourhood. The revenue 
of the person to whom it is paid does not so properly 
consist in the piece of gold, as in what he can get 
for it, or in what he can exchange it for. If it could 
be exchanged for nothing, it would, like a bill upon 
a bankrupt, be of no more value than the most use- 
less piece of paper. 

Though the weekly or yearly revenue of all the 
different inhabitants of any country, in the same 
manner, may be, and in reality frequently is paid to 
them in money, their real riches, however, the real 
weekly or yearly revenue of all of them taken to- 
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gether, must always be great or small in ph>portioii 
to the quantity of consumable goods which they 
can all of them purchase with this mdney. The 
whole revenue of all of them taken together is evi- 
dently not equal to both the money and the con- 
sumable goods ; but only to one or other of those 
two values, and to the latter more properly than to 
the former. 

Though we frequently, therefore, express a per- 
son's revenue by the metal pieces which are annu- 
ally {Maid to him, it is because the amount of those 
pieces regulates the extent of his power of purcha^ 
ing, or the value of the goods which he can annually 
afford to consume. We still consider his revenue as 
consisting in this power of purchasing or consuming, 
akid not in the pieces which convey it. 

But if this is sufficiently evident even with regard 
to an individual, it is still more so with regard to a 
society. The amount of the metal pieces which are 
annually paid to an individual is often precisely 
equal to his revenue, and is upon that account the 
shortest and best expression of its value. But the 
amount of the metal pieces which circulate in a so- 
ciety^ can never be equal to the revenue of all its 
members. As the same guinea which pays the 
weekly pension of one man to-day, may pay that of 
another to-morrow, and that of a third the day there- 
ailer, the amount of the metal pieces which annually 
circulate in any country must always be of mu)^ 
less value than the whole money pensions annually 
paid with them. But the power of purchasing, or 
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the goods which can successively he hought with the 
whole of those money pensions as they are succes- 
sively paid, must always he precisely of the same 
value with those pensions ; as must likewise be the 
revenue of the different persons to whom they are 
paid. That revenue, therefore, cannot consist in 
those metal pieces, of which the amount is so much 
inferior to its value, but in the power of purchasing, 
in the goods which can successively be bought with 
them as they circulate from hand to hand. 

Money, therefore, the great wheel of circulation, 
the great instrument of commerce, like all other in- 
struments of trade, though it makes a part and a 
very valuable part of the capital, makes no part of 
the revenue of the society to which it belongs ; and 
though the metal pieces of which it is composed, in 
the course of their annual circulation, distribute to 
every man the revenue which properly belongs to 
him, they make themselves no pi^t of that revenue. 

Thirdly, and lastly, the machines and instruments 
of trade, &c. which compose the fixed capital, bear 
this further resemblance ; to that part of the drcu-* 
lating capital which consists in money ; that as 
every saving in the expense of erecting and support- 
ing those machines, which does not diminish the 
productive powers of labour, is an improvement of 
the neat revenue of the society ; so every saving in 
the expense of collecting and supporting that part 
of the circulating capital which consists in money, is 
an improvement of exactly the same kind. 

It is sufficiently obvious, and it has partly too 
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been explained already, in what manner every saving 
in the expense of supporting the fixed capital is an 
improvement of the neat revenue of the society. The 
whole capital of the undertaker of every work is 
necessarily divided between his fixed and his circu- 
lating capital. While his whole capital remains the 
same, the smaller the one part, the greater must 
necessarily be the other. It is the circulating capi- 
tal which furnishes the materials and wages of la- 
bour, and puts industry into motion. Every saving, 
therefore, in the expense of maintaining the fixed 
capital, which does not diminish the. productive 
powers of labour, must increase the fund which 
puts industry into motion, and consequently the an- 
nual produce of land and labour, the real revenue of 
every society. 

The substitution of paper, in the room of gold and 
silver money, replaces a very expensive instrument of 
commerce with one much less costly, and sometimes 
equally convenient. Circulation comes to be carried 
on by a new wheel, which it costs less both to erect 
and to maintain than the old one. But in what 
manner this operation is performed, and in what 
manner it tends to increase either the gross or the 
neat revenue of the society, is not altogether so ob- 
vious, and may therefore require some further ex- 
plication. 

There are several different sorts of paper money; 
but the circulating notes of banks and bankers are 
the species which is best known, and which seems 
best adapted for this purpose. 

2b 
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When the people of any pariieuiar country have 
8uch confidence in the fortune, probity, and pru- 
dence of a particular banker, as to. believe that he 
is always ready to pay upon demand such of his 
promissory notes as are likely to be at any time pra«> 
sented to hiiti ; those notes come to have the sami 
currency as gold and silver money, from the coft^. 
fidence that such money can at any time be had fbr 
them. 

A particular banker lends among his customer^ 
his own promissory notes, to the extent, we shall 
iuppose, of a hundred thousand pounds. As those 
notes serve all the purposes of money, his debtors 
pay hiin the same interest as if he had lent them so 
much money. This interest is the source of his 
gain. Though some of those notes are continually 
coming back upon him fbr payment^ part of them 
continue to drculate for months and years togelhi^r. 
Though he has generally in circulation, therefdrn, 
notes to the extent of a hundred thousand pounds 
twenty thousand pounds in gold and silver may, frte* 
quently, be a sufficient provision for answering oo- 
easional demands. By this operation, therefore, 
twenty thousand pounds in gold and silver perfbrm 
all the functions which a.' hundred thousand could 
otherwise have performed. The same exchanges 
may be made, the same quantity of consumable 
goods may be circulated and distributed to their 
proper consumers, by means of his promissory notes, 
to the value of a hundred thousand pounds^ as by 
an equal value of gold and silver money. Eighty 
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theusand pounds af gold and silvei^, thateibre, can, 
in this manner, be spared from the circulation of 
the country ; and if different operations of the same 
kind should, at the same time, be carried on. by 
many different banks and hankers, the whole circu- 
lation may thus be conducted with a fifth part only 
of the gold and silver which would otherwise ha¥« 
been requisite. 

Let us suppose, for example, that the whole cir- 
culating money of some particular country amounted, 
^ a particular time, to one million sterling, that 
sum being then sufficient for circulating the whol^ 
annual produce of their land and labour. Let us 
suppose, too, that some time thereafter, different 
banks and bankers issued promissory notes, payable 
to the bearer, to the extent of one million, reserving 
in their different coffers two hundred thousand 
pounds for i^nswering occasional demands. There 
would remain, therefore, in circulation, eight hun- 
dred thousand pounds in gold and silver, and a 
nillion of bank notes, or eighteen hundred thousand 
pounds of paper and money together. But the an- 
nual produce of the land and labour of the country 
had before required only one million to circulate 
and distribute it to its proper consumers, and that 
annual produce cannot be immediately augmented 
by those operations of banking. One million, there- 
fore, will be sufficient to circulate it after them. 
The goods to be bought and sold being precisely the 
same as before, the same quantity of money will be 
sufficient for buying and selling them. The channel 
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of circulation, if I may be allowed such an expres- 
sion, will remain precisely the same as before. One 
million we have supposed sufficient to fill that chan- 
nel. Whatever, therefore, is poured into it beyond 
this sum, cannot run in it, but must overflow. One 
million eight hundred thousand pounds are poured 
into it. Eight hundred thousand pounds, therefore, 
* must overflow, that sum being over and above what 
can be employed in the circulation of the country. 
But, though this sum cannot be employed at home, 
it is too valuable to be allowed to lie idle. It will, 
therefore, be sent abroad, in order to seek that pro- 
fitable employment which it cannot find at home. 
But the paper cannot go abroad ; because at a dis- 
tance from the banks which issue it, and from the 
country in which payment of it can be exacted by 
law, it will not be received in common payments. 
Gold and silver, therefore, to the amount of eight 
hundred thousand pounds, will be sent abroad, and 
the channel of home circulation will remain filled 
with a million of paper, instead of a million of those 
metals which filled it before. 

But though so great a quantity of gold and silver 
is thus sent abroad, we must not imagine that it is 
sent abroad for nothing, or that its proprietors make 
a present of it to foreign nations. They will ex- 
change it for foreign goods of some kind or another, 
in order to supply the consumption either of some 
other foreign country, or of their own. • 

If they employ it in purchasing goods in one 
foreign country in order to supply the consumption 
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of another, or in vihat is called tbe c^raryiiag tra^i^, 
whatever piofit they mal^e will be an addition to 
the neat revenue of their owo country. It is like » 
new ^nd, created for carrying on a new trade ; 
domestic busii^ess being now transacted by pap^r, 
and the gold and silver being converted into a fund 
fot thi9 new trade. 

If they c^mplc^ it in purch^ing foreign goods for 
home ponsuQiptipn, they may ejther, first, purchasf^ 
«iie]| goods ^s are likely to be consumed by idle 
people who prpduce npthing, such ^s foreign wines, 
foreign silks, &c. ; or, secondly, they may purchase 
«ii additional stock of .materials, tools, and provi- 
MimS) in order to maintain and employ an additionq,l 
Bumber of industrious people, who re-produpe, with 
a profit, the value of their annual consumption. 

So §d.v as it ia employed in the first way, it prp- 
motes prodigality, increases expense and consump- 
tion without increasing production, or establishing 
any permanent fund for supporting that expense, and 
is in every respect hurtful to th£ society. 

So far as it is employed in the second w»y, it 
promotes industry; and though it increases the 
consumption of the society, it provides a perm^ent 
fund fpr supporting that consumption, the people 
who consume re-producing, with a profit, the whole 
value of their annual consumption. The gross 
revenue of the society, the eiinual produce of their 
land and labour, is increased by the whole v^lu^ 
which the labour of those workmen adds to th^ 
materials upon which they are employi^d ; wi their 
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neat reTenue by what remains of this value, after 
deducting what is necessary for supporting the tools 
and instruments of their tride. 

That the greater part of the gold and silver which,, 
being forced abroad by those operations of banking, 
is employed in purchasing foreign goods for home 
consumption, is and must be employed in purchas- 
ing those of tlus second kind, seems not only pro- 
bable but almost unavoidable. Though some par- 
ticular men may sometimes increase their expense 
very considerably, though their revenue does not in- 
crease at all, we may be assured that no class or 
order of men ever does so ; because, though the 
principles of common prudence dp not always go- 
vern the conduct of every individual, they always 
influence that of the majority of every class or order. 
But the revenue of idle people, considered as a 
class or order, cannot, in the smallest degree, be 
increase by those operations of banking. Their 
expense in general, therefore, cannot be much in- 
creased by them, though that of a few individuals 
among them may, and in reality sometimes is. The 
demand of idle people, therefore, for foreign goods, 
being the same, or very nearly the same, as before, 
a very small part of the money, which being forced, 
abroad by those operations of bahking, is employed 
in purchasing foreign goods for home consumption, 
is likely to be employed in purchasing those for 
their ui^. The greater part of it will naturally be 
destined for the employment of industry, and not 
for the maintenance of idleness. 
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When we compute the quantity of industry which 
the circulating capital of any society can employ, 
we must always have regard to those parts of it 
only, which consist in provisions, materials, and 
finished>work : the other, which consists in money, 
and which serves only to circulate those three, must 
always he deducted. In order to put industry into 
motion, three things are requisite; materials to 
work upon, tools to work with, and the wages or 
recompense for the sake of which the work is done. 
Money is neither a material to work upon, nor a 
tool to work with ; and though the wages of the 
workman are commonly paid to him in money, his 
real revenue, like that of all other men, consists, 
not in the money, but in the money's worth ; not 
in the metal pieces, but in what can be got for 
them. 

The quantity of industry which any capital can 
employ, must, evidently, be equal to the number of 
workmen whom it can supply with materials, tools, 
and a maintenance suitable to the nature of the 
work. Money may be requisite for purchasing the 
materials and tools of the work, as well as the main- 
tenance of the workmen. But the quantity of in- 
dustry which the whole capital can employ, is cer- 
tainly not equal both to the money which purchases, 
and to the materials, tools, and maintenance, which 
are purchased with it ; but only to one or other of 
those two values, and to the latter more -properly 
than to the former. 

When paper is substituted in the room of gold 
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and silver money, the quantity of tbe matefWs, 
tools, and maintenance, which the whole oircuJatiBg 
capital can supply, may be increased by the whole 
value of gold and silver which uAd to be employed 
in purchasing them. The whole value of. the g^at 
wheel of circulation and distribution, is ftdded to 
the goods which are circulated and distributed b^r 
means of it. J^e operation, in some measure, t^ 
sembles that of the undertaker of some great work, 
who, in consequence of some improvement in me- 
chanics, takes down his old machinery, and add9 
the difference betwee^ its price and that of the qew 
to his circulating capital, to*the fund from wbieh 
he ftimishes materials and wages to his workmei|. 

What is the propoifaon which the circulating 
money of any country bears tq the whole value <^ 
the annual produce circulated by means of it, it 16, 
liierhaps, impossible to determine. It has been com- 
puted by different authors at a fifth, at a t^nt^ fi% 
a twentieth, and at a thirtieth part of that yaiu«« 
But how small soever the proportion whi<!h the eir- 
eulating money may bear to the whole va|ue of (.h^ 
annual produce, as but a part, and frequently but a 
small part, of that produce, is ever destiiied for th^ 
maintenance of industry, it must always bear a very 
considerable proportion to that part. When, there- 
fore, by the substitution of paper, the gold and 
silver necessary, for circulation is reduced tCb per- 
haps, a fifth part of the former quantity, if the value 
of only the greater part of the other fouiMiftha be 
added to the funds which aire destined for the main- 
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tenance of industry, it must make a very consider- 
able addition to the quantity of tliat industry, and, 
consequently, to the value of the annual produce of 
land and labour. " 

An operation of this kind has, within these five- 
and-twenty or thirty years, been performed in Scot- 
land, by the erection of new banking companies in 
almost every considerable town, and' even in some 
country villages. The effects of it have been pre- 
cisely those above described. The business of the 
country is almost entirely Carried on by means of 
the paper of those different banking companies, 
with which purchases and payments of all kinds are 
commonly made. Silver very seldom appears except 
in the change of a twenty filings bank note, and 
gold still seldomer. But though the coaduct of all 
those different companies, has not been unexception- 
able, and has accordingly required an act of parlia- 
ment to regulate it ; the country, notwithstanding, 
has evidently derived great benefit from their trade. 
I have heard it asserted, that the trade of the city 
of Glasgow doubled in about fifteen years after the 
first erection of the banks there ; and that the trade 
of Scotland has more than quadrupled since the 
first erection of the two public banks at Edinburgh, 
of which the one, called The Bank of Scotland, was 
established by act of parliament in 1695 ; the other, 
called The Royal Bank, by royal charter in 1727. 
Whether the trade, either of Scotland in general, or 
of the (0f of Glasgow in particular, has really in- 
creased in se great a proportion, during so short a 
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period, I do not pretend to know. If <nther of tbem 
has increased in this proportion, it seems to be an 
effeet too great to be accounted for by the sole 
operation of this cause. That the -trade and indiit- 
try of Scotland, however, have increased very con- 
siderably during this period, and that the banks 
have contributed a good deal to this increase, can- 
not be doubted. 

The value of the silver money which circulated 
in Scotland before the Union, in 1707, and which, 
immediately after it, was brought into the bank of 
Scotland, in order to be re^coined, amounted t^ 
411,117/. 10;. 9d. sterling. No account has been 
got of the gold coin ; but it appears from the an- 
cient accounte of the mint of Scotland, that the 
value of the gold annually coined somewhat exceeded 
that of the silvei*. There were a good many people 
too upon this occasion, who, from a diffidence of re* 
payment, did not bring their silver into the bank of 
Scotland; and there was, besides, some English 
ooin, which was not called in. The whole value of 
the gold and silver, therefore, which circulated in 
Scotland before the Union, cannot be estimated at 
less than a million sterling. It seems to haye con-* 
stituted almost the whole circulation of that country; 
for though the circulation of the bank of Scotland, 
which had then no rival, was considerable, it seems 
to have made but a very small part of the whole. 
In the present times the whole circulation of Scot^ 

* See Ruddiman's Preface to Anderson's Diplomata, &c. 
Scotise. — A. 



CHAP. It.] PAPBR GVRRBNCY. 287 

lamd cannot be estimated at less than two millions^ 
of which that part which consists in gold and silver, 
most probably, does not amount to half a million* 
But though the circulating gold and silver of Scot- 
land have suffered so great a diminution during this 
period, its real riches and prosperity do not appear 
to have suffered any. Its agricidture, manufactures^ 
and trade, on the contrary, the annual produce of 
its land and labour, have evidently been augmented. 

It is chiefly by discounting bills of exchange^ 
that is, by advancing money upon them before they 
are due, that the greater part of banks and bankers 
issue their promissory notes. They deduct always, 
upon whatever sum they advance, the legal interest 
till the bill shall become due. The payment of the 
bill, when it becomes due, replaces to the bank th^ 
value of what had been advanced, together with A 
clear profit of the interest. The banker who ad* 
vanees to the merchant whoi!se bill he discounts, hot 
Ifold and silver, but his own promissory notes, has 
die advantage of being able to discount to a greater 
amount by the whole value of his promissory notes, 
which he finds, by experience, are commonly in eir«> 
eulation. He is thereby enabled to make his cleat 
gain of interest on so much a larger sum. 

The commerce of Scotland, which at present is 
not very great, was still more inconsiderable when 
the two first banking companies were established ; 
and those companies would have had but little 
tmde, had they confined their business to the dis- 
counting of bills of exchange. They invented, 
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theref9re, another method of- issuing their proi&ia* 
sory notes ; hy granting what they called cash ac^ 
counts, that is, hy ^ving credit to the extent, of a 
certain sum (two or three thousand pounds, for ex- 
ample) to an individual who could procure two 
persons of undoubted credit and ^ood landed estate 
to become surety for him, that whatever money 
should be advanced to him, within the sum for 
which the credit had been given, should be repaid 
upon demand, together with the legal interest. 
Credits of this kind are, I believe, commonly granted 
by banks and bankers in all different parts of the 
world. But the easy terms upon which the Scoteh 
banking companies accept of repayment are, so far 
as I know, peculiar to them, and have, perhaps, 
been the principal cause, both of the great trade of 
those companies, and of the benefit which the coaoo 
try has received from it. 

Whoever has a credit of this kind with one of 
those companies, and borrows a thousand pounds 
upon it, for example, may repay this sum piecemeal, 
by twenty and thirty pounds at a time, the company 
discounting a proportionable part of the interest of 
the great sum from the day on which each of those 
small sums is paid in, till the whole be in this man* 
ner repaid. All merchants, therefore, and almost 
all men of business, find it convenient to keep such 
cash accounts with them, and are thereby interested 
to promote the trade of those companies, by readily 
receiving their notes in all payments, and by 
encouraging all those with wh6m they have any 
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infltteace to do the same. The banks, when their 
customers apply to them for money, generally ad- 
vance it to them in their own pronkissory notes. 
These the merchants pay away to the manufacturers 
for goods, the manufacturers to the farmers for ma- 
terials and provisions, the farmers to their landlords 
'for rent, the landlords repay them to the merchants 
for the oonveniencies and luxuries with which they 
supply them, and the merchants again return them 
to the banks in order to balance their cash accounts, 
or to replace what they may have borrowed of them ; 
and thus almost the whole money business of the 
country is transacted by means of them. Hence 
the great trade of tUbse companies. 

By means of those cash accounts every merchant 
can, without imprudence, carry on a greater trade 
than he otherwise could do. If there are two mer- 
chants, one in London, and the other in Edinburgh, 
who employ equal stocks in the same branch of 
trade, the Edinburgh merchant can, without impru* 
denoe, carry on a greater trade, and give employ- 
ment to a greater number of people, than the Lon- 
don merchant. The London merchant must always 
keep by him a considerable sum of money, either in 
his own coffers, or in those of his banker, who gives 
him no interest for it, in order to answer the de- 
mands continually cpming upon him for payment 
of the goods which he purchases upon credit. Let 
the ordinary amount of this sum be supposed five 
hundred pounds. The value of the goods in his 
warehouse must always be less by five hundred 
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pounds than it would have been, had he not been 
obliged to keep such a sum unemployed. Let us 
suppose that he generally disposes of his whole 
stock 'Upon hand, or of goods to the value of his 
whole stock upon hand, once in the year. By 
being obliged to keep so great a sum unemplo3«d, 
he must sell in a year five hundred pounds worth 
less goods than he might otherwise have done. His 
annual profits must be less by alt that he could 
have made by the sale of five hundred pounds worth 
more goods ; and the number of people employed 
in preparing his goods for market, must be less by 
kll those that live hundred pounds more stock eould 
have employed. The merchant in Edinburgh, on 
the other hand, keeps no money unemployed for 
answering such CK^casional demands. When they 
actually come upon him, he satisfies them from Isd 
cash account with the bank, and graduaHy replaces 
the sum borrowed with the money or paper wbieh 
comes in from the occasional sales of fais goods. 
With the same stock, therefore, he can, without im- 
prudence, have at all times in his warehouse a larger 
quantity of goods than the London merehanl ; and 
ean thereby both make a greater profit himself, and 
give constant employment to a greater number of 
indiustrious people who prepare those goods for the 
market. Hence the great benefit whieh the coan^ 
trv has derived from this trade. 

The facility of discounting bill^ of exchange, it 
may be thought, indeed, gives the English meiw 
chants a conv^nieney equixalent to the cash ao^ 
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eounta qf the Scotch merchants. But the Scotch 
^lerchants, it mUst be remembered, can discount 
their bills of exchange as easily as the .English mer-^ 
chants ; and have, besidesi the additional conveni- 
ency of their cash accounts. 

The whole paper money of every kind which can 
easily circulate.in any country never can exceed the 
value of the gold and silver, of which it supplies the 
place, or which (the commerce being supposed the 
satne) would circulate there, if there was no paper 
ippney^ If twenty shilling notes, for example, are 
t,he lowest paper money current in Scotland, the 
whole of that currency which can easily drculate 
there cannot exceed the sum of gold, and silver 
which would be necessary for transacting the annual 
exchanges of twehty-shillings value and upwards 
usually transacted within that country. Should the 
circulating paper at any time exceed that sum, as 
the excess could neither be sent abroad nor be em* 
ployed in the circulation of the country, it must 
immediately return upon the banks to be exchanged 
for gold and silver. Many people would imme- 
diately perceive that they had more of this paper 
than was necessary for transacting their business at 
home, Qind as they could not send it abroad, they would 
immediately demand payment of it from the banks. 
When this superfluous paper was converted into gold 
and silver, they could easily find a use for it by send- 
ing it abroad ; but they could find none while it re- 
mained in the shape of paper. There would imme-* 
diately^ therefore, be a run upon the banks to the 
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whole extent of this superfluous paper, and, if they 
showed any difficulty or backwardness in payment, 
to- a much greater extent; the alarm, which this 
would occasion, necessarily increasing the run. 

Over and above the expenses which are common 
to every branch of trade; such' as the expense of 
house-rent, the wages of servants, clerks, account- 
ants, &c. ; the expenses peculiar to a bank consist 
chiefly in two articles : First, in . the expense of 
keeping at all times in its coflers, for answering the 
occasional demands of the holders of its notes, a 
large sum of money, of which it loses the interest ; 
and, secondly, in the expense of replenishing those 
coflers as fast as they are emptied by answering 
such . occasional demands. 

A banking company, which issues more paper 
than can be employed in the circulation of the 
country, and of which the excess is continually re- 
turning upon them for payment, ought to increase 
the quantity of gold and silver, which they keep at 
all times in their coflers, not only in proportion to 
this excessive increase of their circulation, but in 
a much greater proportion; their notes returning 
upon them much faster than in proportion to the 
excess of their quantity. Such a company, there- 
fore, ought to increase the flrst article of their ex- 
pense, not only in pYoportion to this forced, increase 
of their business, but in a much greater proportion. 

The coflers of such a company too, though they 
ought to be filled much fuller, yet ihust empty 
themselves much faster than if their business was 



CRAP. II.] PAPER CURRBNCY. 393 

confined witfain more reasonable bounds, nhd must 
require, not only a more violent, but a more con- 
stant and uninterrupted exertion of expense in order 
to replenish them. The coin too, which is thus con- 
tinually drawn in such large quantities from their 
coffers, cannot be employed in the circulation of the 
ooantry. It comes in place of a paper which is over 
and abo\re what can be employed in that circulation, 
and 18^ therefore, over and above what ean be employed 
in it too. But as that coin will not be allowed to lie 
idle, it must, in one shape or another, be sent abroad, 
io cvrder to find that profitable employment which il 
oHH&ot find at home ; and this continual exportation 
of gcAd and silver, by enhancing the difficulty, must 
necessarily enhance still further the expense of the 
bank, in finding new gold and silver in order to re- 
plenish those coffers, which empty themselves so very 
rapidly. Such a company, therefore, must, in pro-' 
portion to this forced increase of their business, in- 
crease the second article of their expense still more 
than the first. 

IM us suppose that all the paper of a particular 
faoiik, which the circulation of the country can easily 
absosrb and employ, amounts exactly to forty thou- 
sand pounds; and that for answering occasional 
demands, this bank is obliged to keep at all times 
in it9 coffers ten thousand pounds in gold and silver. 
I^Mmld this bank attempt to eireulate forty-four 
thousand pounds, the four thousand pounds which 
are over and above what the circulation can easily 
absorb and employ, will return upon it almost as 
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fast as they are issued. For answering occasioaal 
demands, therefore, this bank ought to keep at all 
times in its coffers, not eleven thousai^d pounds only, 
but fourteen thousand pounds. It will thus gain 
nothing by the interest of the four thousand pouuds 
excessive circulation; and it will lose the whole 
expense of continually collecting four ' thousand 
pounds* in gold and silver, which will be continually 
going out of its coffers as fast as they are brought 
into them. 

Had every particular banking company always un^ 
derstood and attended to its own particular interest, 
the circulation never could have been overstocked 
with paper money. But every particular banking 
company has not always. understood or attended to 
its own particular interest, and the circulation has 
frequenUy been overstocked with paper money* 

By issuing too great a quantity of paper, of which 
the excess was continually returning, in order to be 
exchanged for gold and silver, the bank of England 
was for many years together obliged to coin geld , 
to the extent of between eight hundred thousand 
pounds and a million a year; or, at an average, 
about eight hundred and fifty thousand poundSb 
For this great coinage the bank (in consequence of 
the worn and degraded state into which the goid 
coin had fallen a few years ago) was frequently 
obliged to purchase gold bullion at the high price 
of four pounds an ounce, which it soon after issued 
in coin at 3/. 17«. 10^. jan ounce, losing, in this 
manner between two and a half and three per cent. 
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upon the coinage of so very large a sum. Though 
the bank therefore paid no seigniorage, though the 
government was properly at the expense of the coin- 
age, this liberality of government did not prevent 
altogether the expense of the bank. 

The Scotch b^nks, in consequence of an excess 
of the same kind, were all obliged to employ con- 
stantly agents at London to collect money for them, 
at an expense which was seldom below one and a 
half or two per cent. This money was sent down 
by the waggon, and insured by the carriers at an 
additional exjiense of three quarters per cent, or fif- 
teen shillings on the hundred pounds. Those agents 
were not always able to replenish the coffers of their 
employers so fast as they were emptieid. In this 
case the resource of the banks was, to draw upon 
their correspondents in London bills of exchange 
to the extent of the sum which they wanted. When 
those correspondents afterwards drew upon them 
ibr the payment of this sum, together with the in- 
terest and a commission, some of those banks, from 
the distress into which their excessive circulation 
had thrown them, had sometimes no other means 
of satisfying this draught but by drawing a second 
net: of bills, either upon the same, or upon some 
olher correspondents in London; and the same sum,, 
or rather bills for the same sum, would in this man- 
ner make someUmes more than two or three jour- 
iiey« : the debtor bank paying always the interest 
and commission upon the whole accumulated sum. 
Even those Scotch banks which never distinguished 



^6 . u^dOAdc ANB : [book n. 

I 

themselves by iheir extreme imprudenee, were some* 
times obliged to employ this ruipotts resooroe. 

The gold coin which was paid out either by the 
bank of Epgland, or by the Scotch bai^s, in e:^* 
change for that part of their paper which was met 
and above what could be employed in the circula- 
tion of the country, being likewise over and abov^ 
what eoald be empk>yed in that ckreulation, waft 
sometimes sent abroad in the shape of coin, some-^ 
^mea melted down and sent aboroad in the shape of 
bullion, and sonaetimes melted down and sold to ihts 
bank of England at the hi^ price of ibur pounds Ha^ 
ounce. It was the newest, the heaviest, and the best: 
pieces only which were carefully picked oui ei 4ke 
whole coin, and either sent abroad or melted dowm^ 
At hom^, and while they remain in the sliape of coiih 
those heavy pieces were of no more value than th^ 
light : but they were of more value abroad, or when 
melted down into buUieu, at home. The hank«£ 
England, notwithstanding their gveat annual coin*- 
age, found, to their astonishmeut> that there was 
eveory year the same scarcity oi coin as theore had^ 
been the year before ; and that notwithstanding the 
gveat quantity of good end new coin which was 
every year issued from the bank, the state of the 
ceia, instead of growing better aad better, became, 
every year worse and worse. Every year they found' 
themselves under the necessity of coining nearly the- 
seme quaaytity of gold as they had coined the. year 
befofe^ and from tl» continual rise in the price of 
gold bullion, in eoasequenee of the coatisuel weas^ 
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ing and clipping of the coin, the expense of this 
great annual coinage became every year greater and 
greater. The bank of England, it is io be observed, 
by supplying its own coffers with coin, is indirectly 
obliged to supply the whole kingdom, into which 
coin is continually flowing from those coffers in a 
great variety of ways. Whatever coin, therefore, 
was wanted to support this excessive circulation * 
both of Scotch and English paper money, whatever 
vacuities this excessive circulation occasioned in the 
'necessary coin of the kingdom, the bank of England 
was obliged to supply them. The Scotch banks, no 
doubt, paid all of them very dearly for their own 
imprudence and inattention. But the bank of 
England paid very dearly, not only for its own im- 
prudence, but for the much greater imprudence of 
almost all the Scotch banks. 

Hie over-trading of some bold projectors in both 
p»*ts of the United Kingdom, was the original cause 
of this excessive circulation of paper money. 

What a bank can with propriety advance to a 
merchant or undertaker of any kind, is not either 
the whole capital with which he trades, or even any 
considerable part of that capital ; but that part of 
it only, which he would otherwise be obliged to 
keep by him unemployed and in ready money for 
answering occasional demands. If the paper money 
which the bank advances never exceeds this value, 
it can never exceed the value of the gold and silver, 
which would necessarily circulate in the country if 
there was no paper money ; it can never exceed the 
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qufintity which the cirdulaiion of the country can 
easily absorb and employ. 

. When a bank discounts to a merchant a real bill 
of exchange drawn by a real creditor upon a real 
debtor, and which, as soon as it becomes due, is 
really paid by that debtor ; it only advances to him 
a part of the value which he would otherwise be 
obliged to keep by him unemployed and in ready 
money for answering occasional demands. The 
payment of the bill, when it becomes due, replaces 
to the bank the value of what it had advanced, 
together with the interest. The coffers of the bank, 
9P far as its dealings are confined to such customers, 
resemble a water pond, from .which, though a stream* 
is continually running out, yet another is continually 
running in, fully equal to that which runs out ; so 
that, without any further care or attention, the pond 
keeps always equally, or very near equally full. 
Little or no expense can ever be necessary for re-^ 
plenishing the coffers of such a bank. 

A merchant, without over-trading, may frequently 
have occasion for a sum of ready money, even Whea 
he has no bills to discount. When a bank, besides 
discounting his bills, advances him likewise upon 
such occasions, such sums upon his cash account, 
and accepts of a piece-meal repayment as the money 
comes in from the occasional sale of his goods, upon 
^he easy terms of the banking companies of Scot^ 
land ; it dispenses him entirely from the necessity 
of keeping any part of his stock by him unem« 
ployed and in ready money for answering occa- 
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sioBal demandg. When such demands actually 
come upon him, he can answer them sufficiently 
from his cash account. The hank, however, in deal* 
ing with such customers, ought to obsenre i#ith 
great attention, whether in the course of some short 
period (of four, live, six, or eight months, for €%* 
ample) the sum of the repayments which it com* 
monly receives fram them^ is, or is not, fully equal 
to that of the advances which it commonly makes 
to 'them. If, within the course of saeh short periddsj 
the sum of the repayments from certain customers 
is, upon most occasions, ftiUy equal to that of th(ft 
advances, it may safbly continue to deal with such 
customers. Though the streani which is in this 
ease contitiually running out from its cofiers may 
be very large, that which is comtinuaUy ruBiiing 
into them must be at least equally large ; so that, 
without any further care or attention, those eoffers 
are likely to be always equally or very near equally 
fUlI; and scaree ever to require any extraordinary 
expense to replenish them* If, on the contrary, the 
com of the repayments from certain other eustomen 
Mis commonly very much short of the advances 
trbich it makes to them, it cannot with any safety 
continue to deal with such customers, at least if 
they continue to deal with it in this manner. The 
stream which is in this case continually running 
6ut from its coffens is necessarily much larger than 
that which is continually runmng in ; so that, un^ 
less they are replenished by some great and coik 
tinual effort of expense, those eoi^rs must soon b^ 
exhausted altogether. * . 
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The banking companies of Scotland, accordingly, 
were for a long time very careful to require frequent 
and regular repayments from all their customers, 
and did not care to deal with any person, whatever 
might be his fortune or credit, who did not make» 
what they called, frequent and regtilar opemtions 
with them. By this attention, besides saving almost 
entirely the extraordinary expense of replenishing 
their coffers, they gained two other very consider^ 
able advantages. 

First, by this attention they were enabled to make 
Borne tolerable judgment concerning the thriving or 
declining circumstances of their debtors, withont 
being obliged to look out for any other evidence 
besides what their own books afforded them ; men 
being for the most part either regular or irregular 
in their repayments, according as their circum- 
stances are either thriving or declining. A private 
man who lends out his money to perhaps half a 
dozen or a dozen of debtors, may, either by himself 
or his agents, observe and inquire both constantly 
and carefully into the conduct and situation of each 
of them. But a banking company which lends 
money to perhaps five hundred different people, and 
of which the attention is continually occupied by 
objects of a very different kind, can have no regular 
information concerning the conduct and circnm** 
stances of the greater part of its debtors beyond 
what its own books afford it. In requiring freqneift 
and regular repayments from all their customers, 
the banking companies of Scotland had proimbly 
this advantage in view. 
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Secondly, by this attention they secured them- 
selves . from the possibility of issuing more paper 
money than what the circulation of the country 
could easily absorb and em^^oy. When they ob* 
served, that within moderate periods of time the 
repayments of a particular customer were upon most 
occasions fully equal to the advances which they 
bad made to him, they might be assured that the 
paper money which they had advanced to him, had 
not at any time exceeded the quantity of gold and 
silver whkh he would otherwise hav^ been obliged 
to keep by him for answering occasional demands; 
and that, consequently, the paper money, which 
4hey had circulated by his means, had not at any 
time exceeded the quantity of gold and silver which 
would have circulated in the country, had there 
been no paper money. The frequency, regularityi 
and amount of his repayments would sufficiently 
demonstrate that the amount of their advances had 
at no time exceeded that part of his capital which 
he would otherwise have been obliged to keep by 
him unemployed and in ready money for answering 
occasional demands; that is, for the purpose of 
keeping the rest of his capital in constant employ^* 
ment. It is this part of his capital only which, 
within moderate periods of time, is continually re- 
turning to every dealer in the shape^ of money, 
wfa^her paper or coin, and continually going from 
faim in the same shape. If the advances of the 
bank had commonly exceeded this part of his 
capital, the ordinary amount of his repayments 

2d 
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ecmld iiot, within moderatei periods of time, have 
equalled the ordinary amount of its advanees. ' The 
stream which, by means of his dealings, was conti- 
nually running into the coffers of the bank, could 
not have been equal to the stream which, by means 
of the same dealings, was continually running out. 
The advances of the bank paper, by exceeding the 
quantity of gold and silver which, had there been 
no such advances, he would have been obliged to 
keep by him for answering occa^onal demartdsE, 
blight «oon come to, eieeed the whole quantity iff 
gold and silver which (the commerce being sup^ 
posed the same) would have circulated, in tiie 
country, had there been no paper mmiey; and 
consequently to exceed the quantity which tb^ 
eireulation of the country could easily absorb and 
employ ; and the excess of this paper money would 
immediately have returned upon the bank in otder 
to be exchanged for gold and silver. This second 
advantage, though equally real, was not perhaps so 
well understood by all the different banking com* 
panics of Scotland as the first. 

When, partly by the eonveniency of discounting 
bills, and partly by that of cash accounts,' the credit- 
able traders of any country can be dispensed- from 
the necessity of keeping any piart of their stock bj 
them unemployed and in ready money for answering 
occasi(Hial demands, they can reasonably expect no 
fartlier assistance from banks and bankers, who, 
when ihey have gone thus far, cannot^ coBsistently 
wi^ their own. interest and saliH^, go farther. A 
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bank cannot, consistently with its own intenrat, 
advance to a trader ^e whole pr even the greatev 
pait of the circulating capital with which he tirades ; 
because, though that capital is continually return- 
ing to him in the shape of money, and going from 
him in the same shape, yet the whole of the returna 
is tpo distant from the whole of the outg^ings^ and 
the sum of his repayments could not equal the sum 
of its advances within such moderate periods of 
time as suit the conveniency of a bank* Still Itisa 
could a bank afford to advance him any oon8ideF-> 
able part of his fixed capital ; of the capital which 
the undertaker of an iron forge, for example, employa 
in erecting his forg^ and smelting-houses his wotk'* 
houses ^nd warehouses, the dwelling-houses of hia 
workmen, ^c^ ; of the capital whieh the undertakes 
of a mine employs in sinking his shafts, in erecting 
engines for drawing out the water, in making roada 
and waggpn-ways, &c. ; of the capital which the 
person who undertakes to improve land employs m 
clearing, draining, enclosing, manuring and plougfar 
ing waste and uncultivated fields, in building farm- 
houses, with all their necessary appendages of 
stables, granaries, &c. The returns of the fixed 
capital are, in almost all cases, much slower than 
those of the circulating capital ; and such expenses, 
even when laid out with the greatest prudence and 
judgment, very seldom return to the undertaker tiU 
after a period of many years, a period by far too 
distant to suit the conveniency of a bank. Traders 
and other undertakers may, no doubt, with great 

^d2 
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propriety, earry on a very considerable part of. ifaeir 
projects with borrowed money. In justice to their 
creditors, however, their own capital ought, in this 
case, to be sufficient to ensure, if I may say so, the 
capital of those creditors ; or to render it extremely 
improbable that those creditors should incur any 
loss, even though the success of the project should 
fall very much short of the expectation of the pro- 
jectors. Even with this precaution too, the money 
which is borrowed, and which it is meant should not 
be repaid till after a period of several years, ought , 
not to be borrowed of a bank, but ought to be 
borrowed upon bond or mortgage, of such private 
people as propose to live upon the interest of their 
money, without taking the trouble themselves to 
employ the capital ; and who are upon that account 
willing to lend that capital to such people of good 
credit as are likely to keep it for several years. A 
bank, indeed, which lends its money without the 
expense of stampt paper, or of attorneys' fees for 
drawing bonds and mortgages, and which accepts 
of repayment upon the easy terms of the banking 
companies of Scotland ; would, no doubt, be a very 
convenient creditor to such traders and undertakers. 
But such traders and undertakers would, surely, be 
most inconvenient debtors to such a bank. 

It is now more than five-and- twenty years since 
the paper money issued by the different banking 
companies of Scotland was fully equal, or rather 
was somewhat more than fully equal, to what the 
circulation of the country could easily absorb and 



oQiploy. , Those compaiiies, therefore, hsA bq loi^g 
ago-givea ^U the assistance to the traders and other 
undertakers of Scotland which it is possible for 
banks and bankers, consistently with their own 
interest, to give. They had even done somewhat 
more. They had overtraded a little, and had bronchi 
upon themselves that loss, or at least that diminu^ 
tion of profit, which in this particular business never 
fails to attend the smallest degree of over-trading* . 
Those traders and other undertakers, having got so 
miieh assistance from banks and bankers, wished to 
get atill more. The banks, they s^m to have 
thought, could extend their credits to whatever sun^ 
might be wanted, without incurring any othef 
e;xpense Ijcsides that of a few reams of paper. They 
complained of the contracted views and dastardly 
sfucit of the directors of those banks, which did not, 
they said, extend their credits in proportion to the 
ea^tension of the trade of the country ; meaning, no 
doubt, by the extension of that trade the extension 
of thoir own projects beyond what they could carry 
on, either with their own capital, or with what they 
had credit to borrow of private people in the usual 
waj^ of bond or mortgage. The banks, they seem 
to have thought, were in honour bound to supply 
the deficiency > and- to provide them with all the 
capital which they wanted to trade with. The 
banks* however, were of a different opinioui an4 
upon their refusing to extend their credits, some of 
tho^e traders hs^l recourse to an expedient which» 
for ^ time, served their put pose^ though at a much 
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greater expense, yet as effectually as the utmost 
extension of bank credits could have done. This 
expedient was no other than the well-known shift 
of drawing and re-drawing; the shift to which 
unfortunate traders have sometimes recourse when 
they are upon the brink of bankruptcy. The prac- 
tice of raising money in this manner had been long 
known in England, and during the course of the 
late war, when the high profits of trade afforded a 
great temptation to over-trading, is said to hare 
been carried on to a very great extent From Eng- 
land it was brought into Scotland, where, in. propor- 
tion to the very limited commerce, and to the very 
moderate capital of the country, it was soon carried 
on to a much greater extent than it had ever been 
in England. 

The practice of drawing and re-drawing is so well 
known to all men of business, that it may perhaps 
be thought unnecessary to g^ve an account of it. 
But as this book may come into the hands of many 
people who are not men of business, and as the 
effects of this practice upon the banking trade are 
not perhaps generally understood even by men of 
business themselves, I shall endeavour to explain it 
as distinctly as I can. 

- The customs of merchants, which were established 
when the barbarous laws of Europe did not enforce 
the performance of their contracts, and which, 
during the course of the two last centuries^ have 
been adopted into the laws of all European nations, 
J^ave given su^h extraprdiaary privileges to bills of 
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exchange, that money is more readily advanced 
upon them, than upon any other species of obliga- 
tion ; especially when they are made payable within 
so short a period as two or three months after their 
date. If, when the bill becomes due, the acceptor 
does not pay it as soon as it is presented, he becomes 
from that moment a bankrupt. The bill is pro- 
tested, and returns upon the drawer, who, if he does 
not immediately pay it, becomes likewise a bank- 
rupt. If, before it came to the person who presents 
ii to the acceptor for payment, it had passed through 
the hands of several other persons, who had suc- 
cessively advanced to one another the contents of it 
either in money or goods, and who to express that 
each of them had in his turn received those con- 
tents, had all of them in their order endorsed, that 
1% written their names upon the back of the bill ; 
each endorser becomes in his turn liable to the 
owner of the bill for those contents, and, if he fails 
to pay, he becomes too from that moment a bank- 
rupt. Though the drawer, acceptor, and endorsers 
of the bill should, all of them, be persons of doubt- 
ful credit ; yet still the shortness of the date gives 
some security to the owner of the bill. Though all 
of them may be very likely to become bankrupts ; 
it is a chance if they all become so in so short a 
time. The house is crazy, says a weary traveller 
to himself, and will not stand very long ; but it is a 
chance if it falls to-night, and I will venture, there- 
fore, to sleep in it to-night. 
The trader A in Eklinburgh, we shall supposej 
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dr«w« a bill upon B in London, payable two monftba 
after date. In reality B in London owes notlnng 
to A in Edinburgh ; but he agrees to aceept of A's 
bill, upon condition that before the term of payment 
he shall redraw upon A in Edinburgh for the same. 
suni, together with the interest and a commission^ 
another bill, payable likewise two months after 
date. B accordingly, before the expiration of the 
first two months, redraws this bill upon A in £din* 
burgh; who again, before the expiration of ^ 
second two months, draws a second bill upon B in 
London, payable likewise two months after date ; 
and before the expiration of the third two montli^ 
B in London re draws upon A in Edinburgh another 
hill» payable also two months after date. This 
practice has sometimes gone on, not only for several 
months, but for several years together, the bill 
always returning upon A in Edinburgh, with the 
accumulated interest and commission of all the 
former bills. The interest was Ave per cent, in the 
year, and the commission was never less than, one 
half per cent, on each dn^ught. This commission 
being repeated more than six times in the year, 
whatever money A might raise by this expedient 
must necessarily have cost him something more 
ihw eight per cent, in the year, and sometimes % 
great deal more ; when either the price of the oonw 
mission happened to rise, or when he was obliged 
to pay compound interest upon the interest and 
commission of former bills. This piactice wae 
called raising money by circulation. 
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In a country where the ordinary profits of stock 
in the greater part of mercantile projects are sup- 
posed to run between six and ten per cent, it must 
have been a very fortunate speculation of which the 
returns could <not only repay the enormous expense 
at which the money was thus borrowed for carrying 
it on ; but afford, besides, a good surplus profit to 
the projector. Many vast and extensive projects, 
however, were undertaken, and for several years 
carried on, without any other fund to support them 
besides what was raised at this enormous expense. 
The projectors, no doubt, had in their golden dreams 
the most distinct vision of this great profit. Upon 
their awaking, however, either at the end of their 
projects, or when they were no longer able to carry 
them on, they very seldom, I believe, had the good 
fortune to find it.* 

* The method described in the text was by no means either 
the most common or the most expensive one in which those 
adrenturers sometimes raised money by circnlation. It fre- 
quently happened that A in Edinburgh would enable B in 
London to pay the first bill of exchange by drawing, a few 
days before it became due^ a second bill at three months date 
upon the same B in London. This bill, being payable to his 
owi^ order, A sold in Edinburgh at par ; and with its contents 
purchased bills upon London payable at sight to the order of 
B, to whom he sent them by the post. Towards the endof 
the late war, the exchange between Edinburgh and London 
was frequently three per cent, against Edinburgh, and those 
bills at sight must frequently have cost A that premium. This 
transaction therefore being repeated at least four times in the 
year, and being loaded with a commission of at l^ast one half 
per cent, upon each repetition, must at that period have cost 



The bills which A in Edinburgh drew upon B 
iu Loudon, he regult^rly discounted two months 
before they were due with some bank or banker in 
Effinburghj and the bills which B in Xfondpn re^" 
drew upon A in Edinburgh, he as. regularly dis* 
counted either with the bank of England, or with 
some other bankers in London. Whatever waa 
advanced upon such circulating bills, was, in Edin? 
burgh, advanced in the paper of the Scotch bank9, 
find in London, when they were discounted at thQ 

A at least fourteen per cent* in the year. At other times A 
would enable B to discharge the first biU of exchange by 
drawing, a few days before it became due, a second bill at two 
rooaths' date ; not upon B, but upon some third parson, G, fop 
example, i^ Lqndqn. This othor bill w^s miide payable to the 
order of B, who, upon its bein^ accepted by G, discounted it 
with some banker in London ; and A enabled G to discharge 
it by drawing, a few days before it became due, a third bill, 
Ukewise at two months' date, sometimes upon his first oocre- 
ppondent B, and sometimes upon some fourth or fifth persoiii 
D or £, for example. This third bill was made payable to 
fhe order of G j who, as soon as it was acceptedi discounted 
it in the same manner with some banker in London. Such 
operations being repeated at least six times in the year, and 
being loaded with a commission of at least one-half per cent^ 
upon each repetition, together with the legal interest of five 
per cent., this method of raising money; i|i the same Qiannec 
as that described in the text, must have coat A sometlun|^ 
more than eight per cent. By saving, however, the exchange 
between Edinburgh and London, it was less expensive than 
that mentioned in the foregoing part of this note ; but then it 
required an established credit with more houses than one in 
London, an ^vantage which many of these adventurers could 
not always fin4 it easy to procure. — A. ^ 
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bank of England, in the paper of that bank. 
Though the bills upon which this paper had been 
advanced, were all of them repaid in their tnrn nM 
soon as they became due ; yet the value which had 
been really advanced upon the first bill, was nevefr 
really returned to the banks which advanced it ; 
because, before each bill became due, another bill 
was always drawn to somewhat a greater amount 
than the bill which was doon to be paid ; and th^ 
discounting of thid other bill was essentially nece^ 
sary towards the payment of that which waii^ soon 
to be due* This payment, therefore, was altogether 
fictitious. The stream, which, by means of those 
circulating bills of exchange, had once been made 
to run out from the coffers of the banks, was never 
replaced by any stream which really run into them* 
The paper which was issued upon those circulating 
bills of exchange, amounted, upon many oeeaa<m[S^ 
to the whole fond destined for carrying on some vast 
and extensive project of agriculture, commerce, or 
manufactures ; and not merely to that part of il 
which, had there been no paper money, the prelector 
would have been obliged to keep by him, uneiiH 
ployed and in ready money for answering occasional 
demands. The greater part of this paper was, con- 
sequently, over and above the value of the gold and 
silver which would have circulated in the country, 
had there been no paper money, it was cfver and 
above, therefore, what the circulation of the couutry 
^ould easily abdorb and employ, and upon that ae- 
eeunt immediately returned upon the banks, iff 
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order to be exchanged for gold and silver, which 
they were to find as they could. It was a capital 
which those projectors had very artfully contrived to 
draw from those banks, not only without their know- 
ledge or deliberate consent, but for some time, per- 
haps, without their having the most distant suspicion 
that they had really advanced it. 

When two people, who are continually diiiwing 
and re-drawing upon one another, discount their 
bills always with the same banker, he must imme- 
diately discover what they are about, and see clearly 
that they are trading, not with any capital of their 
own, but with the capital which he advances to them. 
But this discovery is not altogether so easy when 
they discount their bills sometimes with one banker, 
and sometimes with another, and when the same 
two persons do not constantly draw and re-draw 
upon one another, but occasionally run the round 
of a great circle of projectors, who find it for their 
interest to assist one another in this method of 
raising money, and to render it, upon that account, 
as difficult as possible to distinguish between a real 
and a fictitious bill of exchange; between a bill 
drawn by a real creditor upon a real debtor, and a 
bill for which there was properly no real creditor but 
the bank which discounted it ; nor any real debtor 
but the projector who made use of the money. 
When a banker had even made this discovery, he 
might sometimes make it too late, and might find 
that he had already discounted the bills of those 
projectors to so great an extent, that, by refusing to 
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discount any more, he would necessarily make them 
all hankrupts, and thus, by ruining them, might 
perhaps ruin himself. For his own interest and 
safety, therefore, he Might find it necessary, in this 
very perilous situation, to go on for some time, en- 
deavouring, however, to withdraw gradually, and 
upon that account making every day greater and 
greater difficulties about discounting, in order to 
force those projectors by degrees to have recourse, 
either to other bankers, or to other methods of 
raising money ; so as that he himself might, as 
soon as possible, get out of the circle. The diffi- 
culties, accordingly, which the bank of England^ 
which the principal bankers in London, and which 
even the more prudent Scotch banks began, after a 
certain time, and when all of them had already gone 
too far, to make about discounting, not only alarmed, 
but enraged in the highest degree those projectors. 
Their own distress, of which this prudent and ne- 
cessary reserve of, the banks was, no doubt, the im- 
mediate occasion, they called the distress of the 
country ; and this distress of the country, they said, 
was altogether owing to the ignorance, pusillanimity, 
and bad conduct of the banks, which did not give a 
sufficiently liberal aid to the spirited undertakings 
oi those who exerted themselves in order to beautify, 
improve, and enrich the country. It was the duty 
of the banks, they seemed to think, to lend for as 
long a time, and to as great an extent as they might 
wish to borrow. The banks, however, by refusing 
in this manner to give more credit to those, to whom 
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they had already given a great deal too miich, took 
the only method by which it was now possible to 
save either their own credit, or the public credit of 
the country. 

In the midst of this clamour and distress, a neliv 
bank was established in Scotland for the express 
purpose of relieving the distress of the country. The 
design was generous ; but the execution was impru- 
dent, and the nature and causes of the distress which 
it meant to relieve, were not, perhaps, Well ubder- 
stood. This bank was more liberal than any other 
had ever been, both in granting cash accounts, and 
in discounting bills of exchange. With regard to 
the latter, it seems to have made scarce any distinc- 
tion between real and circulating bills, but to have 
discounted all equally. It was the avowed principle 
of this bank to advance, upon any reasonable security, 
the whole capital which was to be employed' in those 
improvements of which the returns are the most 
slow and distant, such as the improvements of land; 
To promote such improvements was even Said to be 
the chief of the public spirited purposes for which it 
was instituted. By its liberality in granting cash 
sccountSi and in discounting bills cfi exchange^ it, 
no doubt, issued great quantities of its bank notes. 
But those bank notes being, the greater part trf 
them, over and above what the circulation oi the 
country could easily absorb and employ, retftrned 
upon it, in order to be exchanged for gold aiid silver, 
as fast as they were issued. Its cofi^rs were never 
W6U filled. The capital which had been subscribed 
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to this bank at two diiferent subscriptions amounted 
to one hundred and sixty thousand pounds, of which 
eighty per cent, only was paid up. This sum ought 
to haye been, paid in at several different instalments. 
A great part of the proprietors, when they paid in 
their 4rst instalment, opened a cash account with 
t]ie bank ; and the directors, thinking themselves 
obliged to treat their own proprietors with the same 
liberality with which they treated all other men, 
allowed many of them to borrow upon this cash ac- 
poupt what they paid in upon M their subsequent 
instalments. Such payments, therefore, only put 
into one coffer, what had the moment before been 
t^ken out of another. But had the coffers of thjs 
bank been filled ever so well, its excessive circula- 
tion must have emptied them faster than they could 
have been replenished by any other expedient but 
the ruiuous one of drawing upon London, and when 
Ihe bill became due, paying it, together with interest 
and commission, by another draught upon the same 
place. Its coffers having been filled so very ill, it 
is said to have been driven to this resource within a 
very few months after it began to do business. The 
states of the proprietors of this bank were worth 
BQveral millions, and by their subscription to the 
original bond or contract of the bank, were really 
pledged for answering all its engagements. By 
means of the great credit which so great a pledge 
necessarily gave it, it was, notwithstanding its too 
liberal conduct, enabled to carry on business for 
more than two years, When it was obliged to ptop, 
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it had in the circulation about two hundred thousand 
pounds in bank notes. In order to support the cir- 
culation of those notes, which were continually re- 
turning upon it as fast as they were issued, it had 
been constantly in the practice of drawing bills of 
exchange upon London, of which the number and 
value were continually increasing, and, when it 
stopped, amounted to upwards of six hundred thou- 
sand pounds. This bank, therefore, had, in little 
more than the course of two years, advanced to dif- 
ferent people upwards of eight hundred thousand 
pounds at iive per cent. Upon the two hundred 
thousand pounds which it circulated in bank notes, 
this iive per cent, might, perhaps, be considered as 
clear gain, without any other deduction besides the 
expense of management. But upon upwards of six 
hundred thousand pounds, for which it was continu- 
ally drawing bills of exchange upon London, it was 
paying, in the way of interest and commission, up- 
wards of eight per cent., and was consequently 
losing more than three per cent; upon more than 
three-fourths of all its dealings. 

The operations of this bank seem to have produced 
effects quite opposite to those Which were intended 
by the particular persons who planned and directed 
it. They seem to have intended to support the 
spirited undertakings, for as such they considered 
them, which were at that time . carrying on in dif- 
ferent parts of the country ; and at the same time, 
by drawing the whole banking business to them- 
selves, to supplant all the other Scotch banks; par* 
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iicularly tiiose established at Edinburgh, whose 
backwardness in discounting bills of exchange had 
l^ven some offence. This bank, no doubt, gave 
some temporary relief to those projectors, aad en- 
abled them to carry on their projects for about two 
years longer than they could otherwise have done. 
But it thereby only enabled them to get so much 
deeper into debt, ^o that when ruin came, it fell so 
.much the heavier both upon them and upon their 
creditprs. The operations of tliis bank, therefore, 
instead of relieving, in reality aggravated in the 
long-run the distress which those projector^ had 
brought both upon themselves and upon their coun- 
tryt It would have been much better for themselves, 
their creditors and their country, had the greater 
part of them been obliged to stop two years sooner 
than they actually did. The temporary relief, how- 
ever, which this bank afforded to those projectors, 
proved a real and permanent relief to the other 
Scotch banks. All the dealers in circulating bills 
of exchange, which those other banks had become 
so backward in discounting, had recourse to this 
new bank, where they were received with open arms. 
Those other banks, therefore, were enabled to get 
very easily out of that fatal circle, from which they 
could not otherwise have disengaged thepnselves 
without incurring $i considerable loss, and perhaps 
too even some degree of discredit. 

In the long-run, therefore, the^operations of this 
bank increased the real distress of the country which 
it meant to relieve i and effectually relieved from a 
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very g^at distress those rivals whoip it meant to 
supplant. 

At the first setting out of this bank, it was the 
opinion of some people, that how fast soever its 
coffers might be emptied, it might easily replenish 
them by raising money upon the securities of those 
to whom it had advanced its paper. Experience, I 
believe, soon convinced them that this method of 
rfeiising money was by much too slow to answer their* 
purpose ; and that coffers which originally were so 
ill filled, and which emptied themselves so very fast, 
could be replenished by no other expedient but the 
ruinous one of drawing bills upon London, and when 
they became due, jp^ying them by other draughts 
upon the same place with accumulated interest and 
commission. But though they had been able by 
this method to raise money as fast as they wanted 
it; yet, instead of making a profit, they must have 
suffered a loss by every such operation ; so that in 
the long-run they must have ruined themselves as a 
mercantile company, though, perhaps, not so soon 
as by the more expensive practice of drawing and 
re-drawing. They- could still have made nothing 
by the interest of the paper, which being over and 
above what the circulation of the country could ab- 
sorb and employ, returned upon them, in order to be 
exchanged for gold and silver, as fast as they issued 
it; and for the payment of which they were them- 
selves continually obliged to borrow money. On 
the contrary, the whole expense of this borrowing, 
of employing agents to look out for people who had 



CBAP. II.] PAPER CURRENCY. 31d 

money to lend, of negociating with those people, 
and of drawing the proper bond or assignment, 
miist have fallen upon them, and have been so 
much clear loss upon the balance of their accounts. 
The project of replenishing their coffers in this 
manner may be compared to that of a man who had 
a water-pond from which a stream was continually 
running out, and into which no stream was con- 
tinually running, but who proposed to keep it al* 
ways equally full by employing a number of people 
to go continually with buckets to a well at some 
miles distance in order to bring water to replenish it. 
But though this operation had proved, not only 
practicable, but profitable to the bank as a mercan- 
tile company; yet the country could have derived 
no benefit from it ; but, on the contrary, must have 
suffered a very considerable loss by it. This opera* 
tion could not augment in the smallest degree the 
quantity of money to be lent. It could only have 
erected this bank into a sort of general loan office 
for the whole country. Those who wanted to bor- 
row, must have applied to this bank, instead of ap- 
plying to the private persons who had lent it their 
money. But a bank which lends money, perhaps, 
to five hundred different people, the greater part of 
whom its directors can know very little about, is not 
likely to be more judicious in the choice of its 
debtors, than a private person who lends out his 
money among a few people whom he knows, and in 
whose sober and frugal conduct he thinks he has 
good reason to confide. The debtors of such a 
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"banks as that whose conduct I have been givii^ 
some account of^ were likely, the greater part of 
them, to be chimerical projectors, tl^i drawers and 
re-drawers of circulating bills of exchai^ge, who 
would employ the money in extravagant undertak- 
ings, which, with all the assistance that could be 
given them, they would probably never l>e able to 
complete, and which, if they should be completed, 
would never repay the expense which they had 
really cost, i^ould never afford a fund capable of 
maintaining a quantity of labour equal to tl^at 
which had been employed about them. The so^r 
and frugal debtors of private persons, on the con- 
trary, would be more likely to employ money bor- 
rowed in sober undertakings which were propor- 
tioned to their capitals, and which, though they 
might have less of the grand and the marvellous, 
would have more of the solid and the profitable, 
which would repay with a large profit whatey^ had 
been laid out upon them, and which would thu$ 
afford a fund capable of maintaining a much greater 
quantity of labour than that which had been em- 
ployed about them. The success of this operation, 
therefore, without increasing in the smallest degree 
the capital of the country, would only have trans- 
ferred a great part of it from prudent and profit- 
able, to imprudent and unprofitable undertakings. 

That the industry of Scotland languished for want 
of money to employ it, was the opinion of the 
famous Mr. Law. By establishing a bank of a par- 
ticular kind, which he seems to have imagined 
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might issue paper to the amount of the whole value 
of all the lands in the country, he proposed to 
remedy this want of money. The parliament of - 
Scotland^ when he first proposed his project, did not 
think proper to adopt it. It was afterwards adopted, 
with some variations, hy the Duke of Orleans, at 
that time regent of France. The idea of the pos- 
sibility of multiplying paper money to almost any 
extent, was the real foundation of what is called 
'the Mississippi scheme, the most extravagant project 
both of banking and stock-jobbing that, perhaps, 
the world ever saw. The different operations of 
this scheme are explained so fully, so clearly, and 
with so much order and distinctness, by Mr. Du 
Vemey, in his Examination of the Political Reflec- 
tions upon Commerce and Finances of Mr. Du Tot, 
that I shall not give any account of them. The 
principles upon which it was founded are explained 
by Mr. Law himself, in a discourse concerning 
money and trade, which he published in Scotland 
when he first proposed his project. The splendid, 
but visionary ideas which are set forth in that and 
some other works upon the same principles, still 
continue to make an impression upon many people, 
and have, perhaps, in part, contributed to that ex- 
cess of banking, which has of late been complained 
of both in Scotland and in other places. 

The bank of England is the greatest bank of cir- 
culation in Europe. It was incorporated, in pur- 
suance of an act of parliament, by a charter under 
the great seal, dated the 27th of July, 1694. It at 
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^bat time advanced to government the sum of one 
million two hundred thousand pounds, for an an- 
nuity of one hundred thousand pounds : or for 
06,000/. a year interest, at the rate of eight p^r 
cent., and 4,000/. a year for the expense of the 
management. The credit of the new government^ 
established by the Revolution, we may believe, must 
have been very low, when it was obliged to borrow 
at so high an interest. 

In 1697, the bank was allowed to enlarge its 
capital stock by an ingraftment of 1,001,171/. IQs, 
Jts whole capital stock, therefore, amounted at this 
time to 2,201,171/. 10^. This ingraftment is said 
to have been for the support of public credit. In 
1696, tallies had been at forty, and fifty, and sixty 
per cent, discount, and bank notes at twenty per 
cent*. During the great recoinage of the tsilver, ' 
which was going on at th^s time, the bank had 
thought proper to discontinue the payment of its 
nqtes, which necessarily occasioned their discredit 

In pursuance of the 7th Anne, c. vii. the bank 
advanced and paid into the exchequer, the sum of 
400,000/.; making in all the sum of 1,600,000/. 
which it had advanced upon its original annuity Qf 
96,000/. interest and 4000/. for expense of manage- 
ment. In 1708, therefore, the credit of government 
was as good as that of private persons, since it 
could borrow at six per cent, interest, the common 
legal and market rate of those times. In pursuance 

* James Postlethiraite's History of th« public Revenue, 
page 301.— A. 
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of the same act, the bank cancelled exchequer bills 
to the amount of 1,775,027/. 17*. lO^d. at six per 
cent, interest, and was at the same time allowed to 
take in subscriptions for doubling its capital. In 
1708, therefore, the capital of the bank amounted 
to 4,402,343/. ; and it had advanced to government 
the sum of 3,375,027/. 17*. lO^^rf. 

By a call of fifteen per cent, in 1709, there was 
paid in and made stock 656,204/. 1*. 9d, ; and by 
another of ten per cent, in 1710, 501,448/. 12*. lid. 
In consequence of those two calls, therefore, the 
bank capital amounted to 5,559,^95/. 14*. Bd. 

In pursuance of the 3rd George I. c. 8. the bank 
delivered up two millions of exchequer . bills to be 
cancelled. It had at this time, therefore, advanced 
to government 5,375,027/. 17*. lOd. In pursuance 
of the 8th George I. c. 21, the bank purchased of 
the South Sea Company, stock to the amount of 
4,000,000/. ; and in 1 722, in consequence of the 
subscriptions which it had taken in for enabling it 
to make this purchase, its capital stock was increased 
by 3,400,000/. At this time, therefore,, the bank 
had advanced to the public 9,375,027/. 17*. 10^. ; 
and its capital stock amounted only to 8,959,995/. 
14*. 8c^. It was upon this occasion that the sum 
which the bank had advanced to the public, and 
for which it received interest, began first to exceed 
its capital stock, or the sum for which it paid a 
dividend to the proprietors of. bank stock ; or, ii} 
other words, that the bank began to have an un- 
divided capital, over and above its divided one. It 
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has continued to have an undivided capital of the 
same kind ever since. In 1746, the bank had, 
upon different occasions, advanced to the public 
11,686,800/., and its divided capital had been raised 
by different calls and subscriptions to 10,780,000/. 
The state of those two sums has continued to be 
the same ever since. In pursuance of the 4th .of 
George III. c. 25, the bank agreed to pay to govern- 
ment for the renewal of its charter 110,000/. with* 
out interest or repayment. This sum, therefore, 
did not increase either of those two other sums. 

The dividend of the bank has varied according to 
the variations in the rate of the interest which it 
has, at different times, received for the money it 
had advanced to the public, as well as according to 
other circumstances. This rate of interest has gra- 
dually been reduced from eight to three per cent. 
For some years past the bank dividend has been at 
live and a half per cent. 

The stability of the bank of England is equal to 
that of the British government. All that it has ad- 
vanced to the public must be lost before its creditors 
can. sustain any loss. No ojther banking company 
in England can be established by act of parliament, 
or can consist of more than six members. It acts, 
not only as an ordinary bank, but as a great engine 
of state. It receives and pays the greater part of 
the annuities which are due to the creditors of the 
public, it circulates exchequer bills, and it advances 
to government the ahnual amount of the land and 
malt taxes, which are frequently not paid up till 
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some years thereafter. In those different operas 
lions, its duty to the public may sometimes have 
obliged it, without any fault of its directors, to over- 
stock the circulation with paper money. It like- 
wise discounts merchants' bills, and has, upon 
several different occasions, supported the credit of 
the principal houses, not only of England, but of 
Hamburgh and Holland. Upon one occasion, in 
1763, it is said to have advanced for this purpose, 
in one week, about 1,600,000/. ; a great part of it in 
bullion. I do not, however, pretend to warrant 
either the greatness of the sum, of the shortness of 
the time. Upon other occasions, this great com- 
pany has been reduced to the necessity of paying in 
sixpences* 

It is not by augmenting the capital of the coun- 
try, but by rendering a greater part of that capital 
active and productive than would otherwise be so, 
that the most judicious operations of banking can 
increase the industry of the country. That part of 
his capital which a dealer is obliged to keep by him 
unemployed, and in ready money for answering 
occasional demands, is so much dead stock, which, 
so long as it remains in this situation, produces 
nothing either to him or to his country. The judi- 
cious operations of banking enable him to convert 
this dead stock into active and productive stock ; 
into materials to work upon, into tools to work with, 
and into provisions and subsistence to work for; 
into stock which produces something both to him- 
self and to his country. The gold and silver money 

VOL. ii» 2 p 
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^bich circulates in any country, and by means of 
which the produce of its land and labour is annually 
circulated and distributed to the proper consumers, 
is, in the same manner as the ready money of the 
dealer, all dead stock. It is a very valuable patt of 
the capital of the country, which produces nothing 
to the country. The judicious operations of banking', 
by substituting paper in the room of a great part of 
this gold and silver, enable the country to convert m 
great part of this dead stock into active and pro* 
ductive stock ; into stock which produces something 
to the country. The gold and silver money which 
circulates in any country may Very properly be 
compared to a highway, which, while it circulates 
and carries to market all the grass and com of 
the country, produces itself not a single pile of 
either. The judicious operations of banking, by 
providing, if I may be allowed so violent a meta- 
phor, a sort of waggon-way through the air, enable 
the country to convert, as it were, a great part of its 
highways into good pastures and cornfields, and 
thereby to increase very considerably the annual 
produce of its land and labour. The Commerce 
and industry of the country, however, it must be 
acknowledged, though they may be somewhat aug- 
mented, cannot be altogether so secure, when they 
are thus, as it were, suspended upon the Dsedalian 
wings of paper money, as when they travel about 
upon the solid ground of gold and silver. Over 
and above the accidents to which they are exposed 
from the unskilfulness of the conductors of this 
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paper money, they are liable to several others ftom 
which no prudence or skill of those conductors can 
guard them. 

An uiisuccessful war, for example, in which thei 
enemy got possession of the capital, and conse-, 
quently of that treasure which supported the credit 
of the paper money, would occasion a much greatei 
confusion in a country where the whole circulation 
was carried on by paper, than in one where the 
greater part pf it was carried on by gold and silver. 
The usual instrument of commerce having lost ita 
value, no exchanges could be made but either by 
barter or upon credit All taxes having been usu- 
ally paid in paper money, the prince would not 
have wherewithal either to pay )us troops, or to 
furnish bis magazines ; and the state of the country, 
would be much more irretrievable than if the greater 
part of its circulation had consisted in gold and 
silver. A prince, anxious to mainti^n his dominions 
at all times in the state in which he can most easily 
defend them, ought, upon this account, tp guard, 
not only against that excessive multiplication of 
paper money which ruins the very banks which issue 
it ; but even against that multiplication of it, which 
enables them to fill the greater part of the circula* 
tion of the country with it. 

The circulation of every country may be con- 
sidered as divided into two different branches ; the 
circulation of the dealers with one another, and the 
circulation between the dealers and the consumers. 
Though the same pieces of money, whether paper 

2 f2 
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Or metal, may be employed sometimes in the one 
circulation and sometimes in the other ; yet as both 
are constantly going on at the same time, each re- 
quires a certain stock of money of one kind or an- 
other, to carry it on. The value of the goods cir- 
culated between the different dealers, never can 
exceed the value of those circulated between the 
dealers and the consumers ; whatever is bought by 
the dealers, being ultimately destined to be sold to 
the consumers. The circulation between the dealers, 
as it is carried on by wholesale, requires generally 
a pretty large sum, for every particular transaction. 
That between the dealers and the consumers, on 
the contrary, as it is generally carried on by retail, 
frequently requires but very small ones, a shilling, 
or even a halfpenny, being often sufficient. But 
small sums circulate much faster than larg^ ones. 
A shilling changes masters more frequently than a 
guinea, and a halfpenny more frequently than a 
shilling. Though the annual purchases of all the 
consumers, therefore, are at least equal in value to 
those of all the dealers, they can generally be trans- 
acted with a much smaller quantity of money; the 
same pieces, by a more rapid circulation, serving as 
the instrument of many more purchases of the one 
kind than of the other. 

Paper money may be so regulated, as either to 
confine itself very much to the circulation between 
the different dealers, or to extend itself likewise to 
a great part of that between the dealers and the 
consumers. Where no bank notes are circulated 



under ten pounds v^lue, asi iu Loiidon> paper money ^ 
QWfinea itself very much to the circulation between 
tbe dealers. When a ten pound bank noUi oomeS' 
into the bftnds of a consumer, he is generally obliged 
to change it at the first 3hop where he has occasion; 
to purchase five shillings' wprth of goods; so that: 
it often returns into the hands of a dealer, before 
^h^ ponsumer hath spent th$ fortieth part of the» 
money. Where bank notes are issued for so small 
sums as twenty shillings, as in Scotland, paper 
money extends itself to a considerable part of the 
circuUtion between dealers and consumers. Before 
the act of parliament which put a stop to the circu-> 
laAion of ten and five shilling notes, it filled a still 
greater part of that circulation. In the currencies 
of North America, paper was commonly issued for 
so small a sum as a shilling, and filled almost the 
whole of that circulation. In some paper current 
des of Yorkshire, it was issued even for so small a 
sum as a sixpence. 

Where the issuing of bank notes for such very 
small suras is allowed and commonly practised, 
many mean people are both enabled and encou- 
raged to become bankers. A person whose promis- 
sory note for five pounds, or even for twenty shil- 
lings, would be rejected by every body, will get it 
to be received without scruple when it is issued for 
80 small a sum as a sixpence. But the frequent 
bankruptcies to which such beggarly bankers must be 
liable^ may occasion a very considersible inconveni- 

2f3 
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eticy, and sometimes even a very gresit calamity, to 
many poor people who had received their notes in 
payment. 

It were better, perhaps, that no bank notes were 
issued in 'any part of the kingdom for a smaller 
sum than five pounds. Paper money would then, 
probably, confine itself, in every part of the king" 
dom, to the circulation between the different dealers, 
as much as it does at present in London, where no 
bank notes are issued under ten pounds value ; &ve 
pounds being, in most parts of the kingdom, a sum 
which, though it will purchase, perhaps, little mate 
than half the quantity of goods, is as much con- 
sidered, and is as seldom spent all at once, as ten 
pounds are amidst the profuse expetise of London. 

Where paper money, it is to be observed, is pretty 
much confined to the circulation between dealers 
and dealers, as at London, there is always plenty of 
gold and silver. Where it extends itself to a con- 
siderable part of the circulation between dealers and 
consumers, as in Scotland, and still more in North 
America, it banishes gold and silver almost entirely 
from the country ; aliyost all the ordinary transac- 
tions of its interior commerce being thus carried on 
by paper. The suppression of ten and five shilling 
bank notes, somewhat relieved the scarcity of gold 
and silver in Scotland ; and the suppression of 
twenty shilling notes, will probably relieve it still 
more Those metals are said to have become more 
abundant in America, since the suppression of son^e 
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of tbeir paper currencies. They are said, likewise, 
to have been more abundant before the institution 
of those currencies. 

; Though paper money should be pretty much con- 
fined to the circulation between dealers and dealers, 
yet banks and. bankers might still be able to give 
nearly the same assistance to the industry and com- 
merce of the country, as they had done when paper 
money filled almost the whole circulation. The 
ready money which a dealer is obliged to keep by 
him, for answering occasional demands, is destined al- 
together for the circulation between himself and other 
dealers, of whom he buys goods. He has no occasion 
to keep any by him for the circulation between himself 
and the consumers, who are his customers, and who 
bring ready money to him, instead of taking any 
from him. Though no paper money, therefore, was 
allowed to be issued, but for such sums as would 
confine it pretty much to the circulation between 
dealers and dealers ; yet, partly by discounting real 
bills of exchange, and partly by lending upon cash 
accounts, banks and bankers might still be able to 
relieve the greater part of those dealers from the 
necessity of keeping any considerable part of their 
stock by them, unemployed and in ready money, for 
answering occasional demands. They might still 
be able to give the utmost assistance which banks 
and bankers can, with propriety, give to traders of 
every kind. 

To restrain private people, it may be said, from 
jreceivin^ in payment the promissory notes of a 
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banker, for any sum wbetber gieat ov small, whea* 
they tbemselves are willing to feceive them ; or, to 
restrain a banker from issuing such notes, when all 
his neighbours are willing to accept g( them, is a 
manifest violation of that natural liberty which it is 
the proper business of law, not to infringe, but tq' 
support Such regulations may, no doubt, be con- 
sidered as in some respect a violation of natural 
liberty. But those exerticms of the natural liberty 
of a few individuals, which might endanger the 
securily of the whole society, are, and ought to be, 
restrained by the laws of all governments; of the most 
free, as well as of the most despotical. The obligar 
tion of building party-walls, in order to prevent the 
communication of fire, is a violation of natural 
liberty, exactly of the same kind with the regula- 
tions of the banking trade which are here proposed. 

A paper money consisting in bank notes, issued 
by people of undoubted credit, payable upcm de* 
•mand without any condition, and in fkct always 
readily paid as soon as presented, is, in every respect9 
equal in value to gold and silver money ; since gold 
and silver money can at any time be had for it. 
Whatever is either bought or sold for such paper, 
must necessarily be bought or sold as cheap as it 
could have been for gold and silver. 

The increase of paper money, it has been said, 
by augmenting the quantity, and consequently dimi- 
nishing the value of the whole currency, necessarily 
augments the money price of commodities. But as 
the quantity of gold and silver, which is taken from 
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the currency, is always equal to the quantity of 
paper which is added to it, paper money does not 
necessarily increase the quantity of the whole cur- 
rency. From the beginning of the last century to 
the present time, provisions never were cheaper in 
Scotland than in 1759, though, from the circulation 
of ten and five shilling bank notes, there was then 
more paper money in the country than at present. 
The proportion between the price of provisions in 
Scotland and that in England, is the same now as 
before the great multiplication of banking companies 
in Scotland. Corn is, upon most occasions, fully as 
cheap in England as in France ; though there is a 
great deal of paper money in England and scarce 
any in France. In 1751 and 1752, when Mr. Hume 
published his Political Discourses, and soon after 
the great multiplication of paper money in Scotland, 
there was a very sensible rise in the price of provi- 
sions, ovring, probably, to the badness of the seasons, 
and not to the multiplication of paper money. 

It would be otherwise, indeed, with a paper money 
consisting in promissory notes, of which the imme- 
diate payment depended, in any respect, either upon 
the good will of those who issued them ; or upon a 
condition which the holder of the notes might not 
always have it in his power to fulfil ; or of which the 
payment was not exigible till after a certain number 
of years, and which in the mean time bore no inte- 
rest. Such a paper money would, no doubt, fall 
more or less below the value of gold and silver, 
according as the difficulty or uncertainty of obtain- 
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ing immediate payment was supposed to be greater 
or less ; or according to the greater or less distance 
of time at which payment was exigible. 

Some years ago the different banking companies 
of Scotland were in the practice of inserting into 
their bank notes, what they called an Optional 
Clanse, by which they promised payment to the 
bearer, either as soon as the note should be pre* 
sented, or, in the option of the directors, six months 
after such presentment, together with the legal 
interest for the said six months. The directors of 
some of those banks sometimes took advantage of 
this optional clause, and sometimes threatened 
those who demanded gold and silver in exchange 
for a considerable number of their notes, that they 
would take advantage of it, unless such demanden 
would content themselves with a part of what they 
demanded. The promissory notes of those banking 
companies constituted at that time the far greater 
part of the currency c^ Scotland, which this uncer- 
tainty of payment necessarily degraded below the 
value of gold and silver money. During the con* 
tinuance of this abuse (which prevailed chiefly in 
1762, 1763, and 1764), while the exchange between 
London and Carlisle was at par, that between 
London and Dumfries would sometimes be four per 
cent, against Dumfries, though this town is not 
thirty miles distant from Carlisle. But at Carlisle, 
bills were paid in gold and silver; whereas at 
Dumfries they were paid in Scotch bank notes, and 
the uncertainty of getting those bank notes ex- 
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changed for gold and silver coin had thus degraded 
them four per cent, helow the value of that coin. 
The same act of parliament which suppressed teii 
and five shilling hank notes, suppressed likewise 
this optional clause, and therehy restored the ex- 
change between England and Scotland to its tiatural 
rate, or to what the course of trade and remittances 
might happen to make it. 

In the paper currencies of Yorkshire, the payment 
of so small a sum as a sixpence sometimes depended 
upon the condition that the holder of the note * 
should bring the change of a guinea to the person 
Who issued it; a condition, which the holders of 
such notes might frequently find it very difficult to 
fulfil, and which must have degraded this currency 
below the value of gold and silver money. An act 
of parliament, accordingly, declared all such Clauses 
unlawful, and suppressed, in the same manner as in 
Scotland, all promissory notes, payable to the bearer, 
under twenty shillings value. 

The paper currencies of North America consisted, 
not in bank notes payable to the bearer on demand, 
but in a government paper, of which the payment 
was not exigible till several years after it was 
issued : and though the colony governments paid 
no interest to the holders of this paper, they declared 
it to be, and in fact rendered it, a legal tender of 
payment for the full value for which it was issued. 
But allowing the colony security to be perfectly 
good, a hundred pounds payable fifteen years hence, 
for example, in a country where interest is at sit 
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per cent, is worth little more than forty pound$ ready 
money. To oblige a creditor^ therefore, to accept 
of this as full payment for a debt of a hundred 
pounds actually paid down in ready money, was an 
act of such violent injustice, as has scarce, perhaps, 
been attempted by the government of any other 
country which pretended to be free. It bears the 
evident marks of having originally been, what the 
honest and downright Doctor Douglas assures us 
it was, a scheme of fraudulent debtors to cheat 
their creditors. The government of Pennsylvania, 
indeed, pretended, upon their first emission of paper 
money, in 1722, to render their paper of equal value 
with gold and silver, by enacting penalties against 
all those who made any difference in the price of 
their goods when they sold them for a colony paper, 
and when they sold them for gold and silver; a 
regulation equally tyrannical, but much less effectual 
than that which it was meant to support. A positive 
law may render a shilling a legal tender for a 
guinea ; because it may direct the courts of justice 
to discharge the debtor who has made that tender. 
But no positive law can oblige a person who sells 
goods, and who is at liberty to sell or not to sell, as 
he pleases, to accept of a shilling as equivalent to a 
guinea in the price of them. Notwithstanding any 
regulation of this kind, it appeared by the course of 
exchange with Great Britain, that a hundred pounds 
sterling was occasionally considered as equivalent, 
in some of the colonies, to a hundred and thirty 
pounds, and in others to so great a sum as eleven 
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hundred pounds currency ; this difference in the 
vahie arising from the difference in the quantity of 
paper emitted in the different cdonies, and in the 
distance and probability of the term of its final dis- 
charge and redemption. 

No law, therefore, could be more equitable than 
the act of parliament, so unjustly complained of in 
the colonies, which declared that no paper currency 
to be emitted there in time coming, should be a 
legal tender of payment. 

Pennsylvania was always more moderate in its 
emissions of paper money than any other of our 
colonies. Its paper currency accordingly is said 
never to have sunk below the value of the ^old and 
silver which was current in the colony before the 
first emission of its paper money. Before that 
emission, the colony had raised the denomination of 
its coin, and had, by act of assembly, ordered five 
shillings sterling to pass in the colony for six and 
three-pence, and afterwards for six and eight-pence. 
A pound colony currency, therefore, even when that 
currency was gold and silver, was more than thirty 
per cent, below the value of a pound sterling, and 
when that currency was turned into paper, it was 
seldom much more than thirty per cent, below that 
value. The pretence for raising the denomination 
of the coin, was to prevent the exportation of gold 
and silver, by making equal quantities of those 
metals pass for greater sumsjn the colony than 
they did in the mother country. It was founds 
however^ that the price of all goods from the mother 

2q 
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eountry rose exactly iA proportion as they raised the 
denomination of their coin, so that their gold and 
silver were exported as fast as ever* 

The paper of each eolony heing received in the 
payment of the provincial taxes, for the full value 
for which it had heen issued, it necessarily derived 
Irom this use some additional value, over and above 
what it would have had, from the real or supposed 
distance of the term. of its final discharge and 
redemption. This additional value was greater or 
leiss according us the quantity of paper issued was 
more or less above what could be employed in the 
payment of the taxes of the particular cqlony which 
Issued it. It was in all the colonies very much above 
what could be employed in this manner. 

A prince, who should enact that a certain propor- 
tion of his taxes should be paid in a paper money of 
a certain kind, might thereby give <a certain value to 
this paper money ; even though the term of its final 
discharge and redemption should depend altogether 
4ipon the will of the prince. If the bank which 
issued this paper was careiiil to keep the quantity of 
4t always somewhat below what could easily be 
en^ployed in this manner, the demand for it might 
be such as to make it even bear a premium, or sell 
for somewhat more in the market than the quantity 
of gold or silver currency for which it was issued. 
Some people account in this manner for what is 
called the Asfio of the bank of Amsterdam, or for 
*he superiority of- bank money over cUrpent money ; 
though this baiy^ moQey, as they pretend, ctumot be 
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taken out of the bank at the- will of the owner. The 
greater part of foreign bills of exchange must be 
paid in bank money, that is, by a transfer in the 
books of the bank ; and the directors of the bank» 
they allege, are^careful to keep the whole quantity 
of bank money always below what this use occasions 
a demand for. It is upon this account, they say, 
that bank money sells for a premium, or bears an 
agio of four or five per cent, above the same nominal 
sum of the gold and silver currency of the country; 
This account of the bank of Amsterdam, however, 
it will appear hereafter, is in a great measure chi<^ 
merical. 

A paper, currency which faUs below the value of 
gold and silver coin, does not thereby sink the value 
of those metals^ or occasion equal quantities of them 
to exchange for a smaller quantity of goods of any 
other kind. The proportion between the value of 
gold and silver, and that of goods of any other kind, 
depends in afl oases, not upon the nature or quantity 
of any particular paper money, which may be current 
in any particular country, but upon the richness or 
poverty of the mines, which happen at any particular 
time to supply the great market of the commercial 
world with those metals. It depends upon the pro- 
portion- between the quantity of labour which is 
necessary in order to bring a certain quantity of 
gold and silver to market, and that which is neces- 
sary in order to bring thither a certain quantity of 
any other sort of goods. 

If bankers are restrained from issuing any circu- 

2g9 
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lating bank notes, or notes payable to the bearer, 
for less than a certain sum ; and if they are subjected 
to the obligation of an immediate and unconditional 
payment of such bank notes as soon as presented, 
their trade may, with safety to the public, be 
rendered in all other respects perfectly free^ The 
late multiplication of banking companies in both 
parts of the united kingdom, an event by which 
many people have been much alarmed> instead of 
diminishing, increases the security of the public. It 
obliges all of them to be more circumspect in their 
conduct, and, by not extending their currency 
beyond its due proportion to their cash, to guard 
themselves against those malicious runs, which the 
rivalship of so many competitors is always ready to 
bring upon them. It restrains the circulation of 
each particular company within a narrower circle, 
and reduces their circulating notes to a smaller 
number. By dividing the whole circulation into a 
greater number of parts, the failure of any one 
company, an accident which, in the course of things, 
must sometimes happen, becomes of less conse- 
quence to the public. This free competition too 
obliges all bankers to be more liberal in their deal- 
ings with their customers,, lest their rivals should 
carry them away. In general, if any branch of 
trade, or any division of labour [employments], be 
advantageous to the public, the freer and* more 
general the competition, it will always be the 
more so. 
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NOTE 
On Chaptbr II., Book II. 



By Adam Smith, and most other ecouomical writtrs^ 
the different sorts of paper money are considered 
as substitutes for metallic numey, more convenient 
than coin for certain purposes, but chiefly advan* 
tageous on account of the saving which arises from 
the adoption of them. This doctrine appears t# 
require some correction. 

Generally, if not always, when a larg^ quantity 
gi metallic money is used, it is bartered for somc^ 
thing else, and does not serve as an instrument, for 
the exclumge of other things : so long asit remains 
a large quantity, however often ij; may be exchanged, 
it is a commodity, and not an instrument for the ex»- 
ohange of commodities. In fact, the weight of metat- 
)xq mon^y, the trouble of counting large suma, and 
the risk of losing while removing what has so great 
An intrinsic value, render it wholly unfit to serve as 
an instrument of exchange, either between distant 
places or for large values. As respects such ex- 
•changes, then, paper is not a substitute for metal ; 
aor could metal be used instead v ^ paper, eveli 

2g3 
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though it should cost no more than bills of exchange 
or bank notes. 

Paper money has another very useful quality which 
does not belong to coin of the precious metals. It 
often happens in old countries, but still more fre- 
quently in colonies, that, in consequence of a sudden 
increase of production, more money is suddenly 
wanted for carrying on a greater number of ex- 
changes, or exchanges. to a larger amount. Such a 
want must be satisfied, if at all, at the time when 
it arises * but» since metallic money could not be 
obtained except from a distance, and by means of 
barter for some other commodity which must be 
produced before it could be exchanged for metal, 
some time must elapse before a fresh supply could 
be procured. For satisfying such a want, therefore, 
metallic money is wholly unfit. Paper money, on 
the contrary,' may be increased at the moment when 
a larger quantity is required. The difference relates, 
not to cost, but to time. Though the metal should 
cost nothing, still if it were not procured when 
,wanted, it might not be wanted when it was pro- 
cured: it might not be wanted then, because the 
want of it had not been. satisfied at the proper time. 
Thus, in the newly-settled parts of North America, 
one sometimes hears it said, that a bank has been 
established *' too late." Wanting a medium of ex- 
change, the people of the new settlement have been 
discouraged ; the place has got a bad name : and 
when the paper money comes, more than half the 
people, perhapis, have removed to some^other settle- 
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ment where there never was any deficiency of bank 
notes : the bank, therefore, has been established too 
late. ' There is a sort of proverb too, in the western 
parts of North America, to the effect that a new 
settlement goes to ruin without a bank, recovers 
with one, and flourishes with two. Those American 
banks generally increase the amount of currency at 
the moment when a larger quantity is required. 
The capacity of being so furnished, is a property of 
paper money which metal does not possess. Paper 
money then is, not merely more convenient and 
cheaper than coin of the precious metals ; it is the 
only sort of money that will serve a variety of the 
most useful purposes. 

In some cases, moreover, I cannot help doubting 
whether any thing is gained by substituting paper 
for coin in those transactions as to which coin will 
serve as the medium of exchange. When there is 
room for the employment of more capital, every 
thing which promotes accumulation is useful ; be- 
cause whatever is saved may be profitably em- 
ployed. But, as formerly in Genoa, Venice, and 
Holland, so now in this country, fresh savings, new 
capitals, cannot be profitably employed, but are 
either wasted in ruinous undertakings, or are sent 
to other countries. Suppose, for example, that all 
the millions of British capital which were recently 
lent, or rather given to the beggarly states of South 
America, had, by means of taxation, passed into the 
hands of our own government, and had been ex* 
fban^^dfpF ^Qld or silver to serve as currencj ; in 
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that case, what should we have lost 7 We should 
not, at all events, have lost more than we have lost. 
This supposed case is strictly in point. When 
capital is superabundant, then, that portion of it 
which cannot be employed with profit will either 
be employed without profit, or with loss, or b^ 
consumed, or sent abroad, and might be used for 
providing a metallic currency without in the least 
diminishing the wealth of the nation. " The judi- 
cious operations of banking" do not ^^ enable the 
country to convert, as it were, a great part of its^ 
highways into good pastures and corn fields," but» 
to vary Adam Smith's metaphor, they enable the, 
country to convert its coin into ploughs; a most; 
useful process when there is room for the employ- 
ment of more ploughs, but one by which nothing 
would be gained, if as many ploughs as could be 
used were already in existence. Supposing capital 
to be superabundant, as it seems to be at present 
in Great Britain, then if paper were substitu^d foi; 
coin as the medium of exchange, capital would, to 
the amount of that substitution, be more in excess 
than ever; and the nation would not gain at all. 
According to Dr. Chalmers, the nation would suffei; 
injury by this process; or would gain by adopting, 
not a less, but a more expensive currency ; since 
this would be one way of promoting that expendi- 
ture or consumption by which alone, he thinkS| 
superabundance of capital, with all its attendant 
evils, may be prevented. The question, however^ 
belongs rather to the subject of capital or profits. 
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than to' that of money ; and I have touched upon it 
here, only for the purpose of strengthening the posi- 
tion abeady laid down ; viz., that the superior 
cheapness of paper currency is by no means its 
greatest merit. If economists should see that, in 
some cases, the greater cheapness of paper money 
is no advanta,ge at all, and that yet, even in those 
cases, the advantage of paper money is very great, 
they would recommend the use of paper money on 
stronger grounds than that of the saving thereby 
effected. 

The grand defect of paper money, its liability to 
become a measure of value, and to alter in value, 
has not been very precisely stated by Adam Smith ; 
nor has he clearly distinguished between the cir- 
cumstances under which paper money will alter in 
value, and those under which its value will con- 
stantly agree with that of the precious metals. But 
subsequent writers, at the head of whom we must 
place Mr. Ricardo, have supplied this deficiency of 
the Wealth of Nations, 

All paper money consists of promises to pay some 
quantity of a precious metal. 

In what may be termed their natural state, — when 
not meddled with by the authority of government, — 
such promises have no tendency to rise above, or fall 
below the value of the thing promised ; they are 
mere instruments of exchange. . 

By the authority of government such a character 
may be given to them, that their value, in relation to 
the thing promised, shall depend altogether on their 
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quantity. A paper money which the law declared 
to be the only legal tender, or even the only money 
in which taxes shall be paid, may be raised to any 
conceivable value by a diminution of its quantity « 
A paper money which is not convertible into metal^ 
may be termed promises to pay with promises* 
These may be depreciated to any extent by an in-* 
crease of their quantity* 

When the law has required any larg^ amount of 
payments to be made in a particular paper currency,^ 
the only way in which the quantity of that currency 
may be so measured as to provide against the pro- 
mise becoming more valuable than the thing pro^ 
mised, is by compelling those who issue the money, 
to issue as much as may be demanded of them iw 
exchange for metal. 

In order to prevent a paper currency from falling 
in value below the thing promised, nothing is requi-» 
site but that the issuers of the promise should be 
compelled to perform it ; that those who have pro- 
mised metal should be made to keep their word, 
either directly or Indirectly ; either by paying with 
metal, or with some other paper currency which iib- 
convertible into metal. 

Such appear to be the main principles of Mr.. 
Ricardo's plan for an economical and secure currency 
of which some account follows in his own words*. 

" To secure the public against any other varia- 
tions in the value of currency than those to which 

* From Propoaalsfir an EoonomiecJ and. Secure Cttrremtf* 1 SlSt^ 
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the standard itself is subject, and, at the same time, 
to carry on the circulation with a medium the least 
expensive, is to attain the most perfect state to 
which a currency can be brought, and we should 
possess all these advantages by subjecting the Bank 
to the delivery of uncoined gold or silver at the 
Mint standard and price, in exchange for their 
notes, instead of the delivery of guineas ; by which 
means paper would never fall below the value of 
bullion, without being followed by a reduction of its 
quantity. To prevent the rise of paper above the 
value of bullion, the Bank should be also obliged to 
give their paper in exchange for standard gold at 
the price of 3/, 17^. per ounce. Not to give too 
much trouble to the Bank, the quantity of gold to 
be demanded in exchange for paper at the Mint 
price of 3/., I7s, lO^d ., or the quantity to be sold to 
the Bank at 3/. 17^., should never be less than twenty 
ounoes. In other words, the Bank should be obliged 
to purchase any quantity of gold that was offered 
them, not less than twenty ounces, at 3/. 17^.* per 
ounce, and to sell any quantity that might be de- 
manded at 3/. 17.^. lO^d, While they have the 

* ^* The price of 3/. I'Js. here mentioned^ is, of course, an 
arbitrary price. There might be good reason, perhaps, for 
fixing it either a; little above, or a JitUe below. In naming* 
3^. 17t*i I wish only to elucidate the principle. The price 
ought to be so fized^ as to make it the interest of the seller of 
gold, rather to sell it to the Bank, than to carry it to the 
Mint to be coined. The same remark applies to the specified 
quantity of twenty ounces. There might be good reason for 
making it t«n or thirty/* 
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power of regulating the quantity of their paper, 
there is no possible inconvenience that could result 
to them from such a regulation. 

*'The most perfect liberty should be given, at the 
same time, to export or import every description of 
bullion. These transactions in bullion would be 
very few in number, if the Bank regulated their 
loans and issues of paper by the criterion which I 
have so often mentioned, namely, the price of 
standard bullion, without attending to the absolute 
quantity of paper in circulation. 

^* The object which I have in view Would be in a 
great measure attained^ if the Bank were obliged 
to deliver uncoined bullion, in exchange for their 
notes, at the Mint price and standard ; though they 
were not under the necessity of purchasing any 
quantity of bullion offered them at the prices to be 
fixed, particularly if the Mint were to continue open 
to the public for the coinage of money ; forHhat 
regulation is merely suggested, to prevent the value 
of money from varying from the value of bullion 
more than the trifling dijfference between the prices 
at which the Bank should buy and sell, and which 
would be an approximation to that uniformity in its 
value which is acknowledged to be so desirable. 
' ''If the Bank capriciously limited the quantity 
of their paper, they would raise its value ; and gold 
might appear to fall below the limits at which I 
propose the Bank should purchase. Gold, in that 
case, might be carried to the Mint, and the money 
returned from thencCi being added to the circala* 
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tion, would have the effect of lowering its value, 
and making it ag^n conform to the standard ; hut 
it would neither he done so safely, so economically, 
nor so expeditiously, as hy the means which I have 
proposed; against which the Bank can have no 
ohjection to offer, as it is for their interest to furnish 
the circulation with paper, rather than oblige others 
to furnish it with coin. 

. ** Under such a system, and with a currency so 
^regulated, the Bank would never he liable to any 
embarrassments whatever, excepting on those extra- 
ordinary occasions, when a general panic seizes the 
country itO-nd when every one is desirous of possessing 
the precious metals as the most convenient mode of 
realizing or concealing his property* Against such 
panics, banks have no security, on any system ; from 
their very nature they are subject to them, as at no 
time can there be in a bank, or in a country, so 
niuch specie or bullion as the monied individuals of 
such country have a right to demand. Should every 
man withdraw his balance from his banker on the 
same day, many times the Bank notes now in cir- 
culation would be insufficient to answer such a 
demand. A panic of this kind was the cause of the 
crisis in 1797 ; and not, as has been supposed, the 
large advances which the Bank had then made to 
Government. Neither the Bank nor Government 
were at that time to blame ; it was the contagion of 
the unfounded fears of the timid part of the com- 
munity, which occasioned the run on the Bank, and 
|t would, equally tiave taken place if they had not 

^ 2 H 
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made any advances to Grovemment, and had pos- 
sessed twice their present capital. If the Bank had 
continued paying in cash, probably the panic would 
have subsided before their coin had been exhausted. 

'' With the known opinion of the Bank directors, 
tis to the rule for issuing paper money, they may be 
said to have exercised their powers without any 
great indiscretion. It is evident that they hava 
followed their own principle with extreme caution. 
In the present state of the law, they have th6 powers 
without any control whatever, of increasing or re* 
ducing the circulation in any degree they may think 
proper ; a power which should neither be entrusted 
to the State itself, nor to anybody in it; as there can 
be no security for the uniformity in the value of the 
currency, when its augmentation or diminution 
depends solely on the will of the issuers. That the 
Bank have the power of reducing the circulation to 
the very narrowest limits, will not be denied, even 
by those who agree in opinion with the directors, 
that they have not the power of adding indefinitely 
to its quantity. Though I am fully assured that it 
is both against the interest and the wish of the 
Bank to exercise this power to the detriment of the 
public, yet, when I contemplate the evil conse«> 
quences which might ensue from a sudden and 
great reduction of the circulation, as well as from a 
great addition to it, I cannot but deprecate the 
facility with which the State has armed the Bank 
with so formidable a prerogative. 

*^ The inconvenience to which country, banks were 
subjected before the restriction on cash payments, 
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must, at times, have been very g^reat. At all periods 
of alarm, or of expected alarm, they must have been 
under the necessity of providing themselves witb 
guineas, that they might be prepared for every exi- 
gency which might occur. Guineas, on these occa^t 
sions, were obtained at the Bank in exchange for 
the larger notes, and were conveyed by some con- 
fidential agent, at expense and risk, to the country 
bank. After performing the office to which they 
were destined, they found their way again to London, 
and in all probability were again lodged in the Bank, 
provided they had not suffered such a loss of weight, 
as to reduce them below the legal standard. 

''^If the plan now proposed, of paying Bank notes 
in bullion, be adopted, it would be necessary either 
to extend the same privilege to country banks, or tQ 
make Bank notes a leg^l tender, in which latter 
case there would be no alteration in the law respect-' 
ing country banks, as they would be required, pre- 
cisely as they now are, to pay their notes, when 
demanded, in Bank of England notes. 

** The saving which would take place, from not 
submitting the guineas to the loss of weight, from 
the friction which they must undergo in their 
repeated journeys, as well as of the expenses of 
conveyance, would be considerable ; but by far thQ 
^eatest advantage would result from the permanent 
supply of the country, as well as of the London 
circulation, as far as the smaller payments are con- 
cerned, being provided in the very cheap medium, 
paper, instead of the very valuable medium, gold ; 

2h2 
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thereby enabling the country to derive all the profit 
which may be obtained by the productive employ- 
ment of a capital to that amount. We should, surely 
not be justified in rejecting so decided a benefit, 
unless some specific inconvenience could be pointed 
out as likely to follow from adopting the cheaper 
medium.'* 

" A currency", Mr. Ricardo adds in his fVm- 
ciples of Political Economy and Taxation^ " is in 
its most perfect state when it consists wholly of paper 
money, but of paper money, of an equal valtie with 
the gold which it professes to represent^* He had 
not imagined a currency which should be free from 
the great variations of value, to which the precious 
metals themselves are liable. Such a currency, how- 
ever, has been imagined. 

*' No single commodity,' ' says Mr. Poulett Scrope*, 
V can be depended on as a true measure of value. 
But the next best thing to obtaining a perfect mea* 
sure of value, is to obtain a means of ascertaining 
the variations of the imperfect measure we may be 
compelled to employ for want of a better. Now the 
variations in value of any commodity might, it would 
Seem, be ascertained approximatively, and with quite 
sufficient accuracy for all practical purposes, by 
comparing it with the great bulk of other commodi-* 
ties ; — by placing gold, for example, on one side, and 
on the other a large list of the commodities in general 
use, which may be taken to represent fairly enough 
the entire mass of goods. Take for instance, a 
price-current, containing the prices of one hundred 
* Principles of Political Economy, p. 406. 
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articles in general request, in quantities determined 
by the proportionate consumption of each article--* 
and estimated (as they are under the standard of this 
country) in gold. Any variations from time to time 
in the sum or the mean of these prices, will measure, 
ifith sufficient accuracy for all practical purposes, 
the variations which have occurred in the general 
exchangeable value of gold. 

** It is quite indifferent whether the change has 
been brought about by circumstances immediately af-* 
fecting the productions of gold or of goods; — ^whether 
the reai costs of producing the one or the other have 
increased or diminished. The change in the relative 
facility of producing ^old and goods, in either case, 
occasions a change in the value of gold-^and conse- 
quently, in this country^ of money,-— equally unjust 
and unfair upon debtors, or creditors, both parties 
having contracted to pay or to receive money upon 
the faith of money continuing to remain invariable in 
value, — ^that is, in its relations to the mass of other 
commodities. 

'' On these g^unds it has been proposed to correct 
the legal standard of value (or, at least, to afford to 
individuals the means of ascertaining its errors), by 
the periodical publication of an authentic price- 
current, containing a list of a large number of articles 
in general use, arranged in quantities corresponding 
to their relative consumption, so as to give the rise 
or fall, irom time to time, of the mean of prices ; 
which will indicate, with all the exactness desirable 
for commercial purposes, the variations in the value 

2h3 
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of money; and enable individuals, if they shall think 
fit, to' reflate their pecuniary engagements by re- 
ference to this Tabular Standard. 

** Here, then, though the law continued to main- 
tain the metallic standard in all contracts which did 
not contain a special agreement to the contrary, it 
would be open to parties to avail themselves, if they 
chose, of the comparatively invariable standard which 
the table would afford them, by declaring that their 
agreement should have reference to the tabular 
standard, or be corrected from time to time by it. 
The publication of such a table of reference in an 
authentic form, would entirely obviate the disadvan* 
tages attendant on variations in the value of the me- 
tallic standard in all future contracts. The extent 
of these variations would be openly declared and 
easily ascertained.' There would no longer be any 
deception or jugglery in the standard of value to be 
dreaded by those who enter upon money engage- 
ments. Such persons as continued to regulate their 
contracts by the metallic standard would do so with 
their eyes open to its possible fluctuations ; and their 
acquiescence in the chances attendant on its use 
might thenceforward be fairly implied from its volun- 
tary employment. Those, on the other hand, who 
wished to employ money in their contracts as a cor- 
rect measure of value, and to nm no risks of its 
variation either way, would have it in their power (o 
confer on the sum specified an uniformity and per- 
manency of value, by changing its numencal amount 
in proportion to the qhonge in its power ofpurchase^*^ 
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CHAP. III. 

Of the Accumulation of CapitaJt^ w of Productive 
and Unproductive Labour. 

There is one sort of labour which adds to the value 
of the subject upon which it is bestowed : there is 
another which has no such effect. The former, as 
it produces a value, may be called productive ; the 
latter, unproductive* labour. Thus the labour of a 
manufacturer adds, generally, to the value of the 
materials which he works upon, that of his own main- 
tenance, and of his master's profit. The labour of 
a menial servant, on the contrary, adds to the value 
of nothing. Though the manufacturer has his wages 
advanced to him by his master, he, in reality, costs 
him no expense, the value of those wages being ge- 
nerally restored, together with a profit, in the im- 
proved value of the subject upon which his labour is 
bestowed. But the maintenance of a menial servant 
never is restored. A man grows rich by employing 
« multitude of manufacturers : he grows poor, by 
maintaining a multitude of menial servants. The 
labour of the latter, however, has its value, and de- 
serves its reward as well as that of the former. But 

* Some French authors of great learning and ingenuity 
have used those words in a different sense. In the last 
chapter of the fourth book, I shall endeavour to show thi^ 
Iheirjense fs An improper onetT-A* 



356 ACCUMULATION [bOOK II. 

the labour of the manufacturer fixes and realizes 
itself in some particular subject or vendible com- 
nlodity, which lasts for some time at least after that 
labour is past. It ik, as It were, a certain quantity 
9f labour stocked and stored up to be employed^ if 
necessary, upon some other occasion. That subject, 
or what is the same thing, the price of that subject, 
can afterwards, if necessary, put into motion a quan- 
tity of labour equal to &at which had originally pro* 
duced it. The labour of the menial servant, on the 
contrary, does not fix or realize itself in any parti- 
tular subjeot or vendible commodity. His services 
generally perish in the very instant of their perform- 
ance, and seldom leave any trace or value behind 
them, for which an equal quantity of service could 
afterwards be procured. 

The labour of some of the most respectable orders 
Sn the society is, like that of menial servants, unpro* 
ductive of any value, and does not fix or realize itself 
in any permanent subject, or vendible commodity, 
which endures after that labour is past, and for 
which an equal quantity of labour could afterwards 
be procured^ The sovereign, for example, with all 
the officers both of justice and war who serve under 
him, the whole army and navy, are unproductive la- 
bourers. They are the servants of the public, and 
are maintained by a part of the annual produce of 
the industry of other people. Their service, how 
honourable, how useful, or how necessary soever, 
produces nothing for which an equal quantity of 
service can afterwards be procured. The protection^ 
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security, and defence of the commonwealth, the effect 
of their labour this year, will not purchase its protec- 
tion^ security, and defence for the year to come. lu 
the same class must be ranked, some both of the 
gravest and most important, and some of the most 
frivolous professions: churchmen, lawyers, physic 
cians, men of letters of all kinds ; players, buffoons, 
musicians, opera-singers, opera-dancers, &c« The 
labour of the meanest of these has a certain value, 
regulated by the very same principles which regulate 
that of every other sort of labour ; and that of the 
noblest and most useful, produces nothing which 
could afterwards purchase or procure an equal quan« 
tity of laboiir. Like the declamation of the actor, 
the harangue of the orator^ or the tune of the mu- 
sician, the work of all of them perishes in the very 
instant of its production. 

Both productive and unproductive labourers, and 
those who do not labour at all, are all equally main- 
tained by the annual produce of the land and labour 
of the country.' This produce, how great soever, can 
never be infinite, but must have certain limits. Ac- 
cording, therefore, as a smaller or greater proportion 
of it is in any one year employed in maintaining 
unprodi^^tive hands, the more in the one case and 
the less in the other will remain for the productive^ 
and the next year's produce will be greater or 
smaller accordingly ; the whole annual produce, if 
we except the spontaneous productions of the earth, 
being the effect of productive labour. 

Though the whole annual produce of the land 
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and labour of every country, is, no doubt, ulti- 
mately destined for supplying the consumption of 
its inhabitants, and for procuring a revenue to them ; 
yet when it first comes either from the ground, or 
from the hands of the productive labourers, it natu- 
rally divides itself into two parts. One of them, 
and frequently the largest, is, in the first place, des- 
tined for replacing a capital, or for renewing tho 
provisions, materials, and finished work, which had 
been withdrawn from a capital ; the other for coiw 
stituting a revenue either to the owner of this capi- 
tal, as the profit of his stock ; or to some other per- 
son, as the rent of his land. Thus, of the produce 
of land, one part replaces the capital of the farmer ; 
the other pays his profit and the rent of the land^ 
lord; and thus constitutes a revenue both to the 
owner of this capital, as the profits of his stock ; and 
to some other person, as the rent of his land. Of 
the produce of a great manufactory, in the same 
manner, one part, and that always the largest, re-i 
places the capital of the undertaker of the work; 
the other pays his profit, and thus constitutes a 
revenue to the owner of this capital. 

That part of the annual produce of the land and 
labour of any country which replaces a^ capital^ 
never is immediately, employed to maintain any but 
productive hands. It pays the wages of productive 
labour only. That which is immediately destined 
for constituting a revenue either as profit or as rent, 
may maintain indifferently either productive or un* 
productive hands. 
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Whatever part of his stock a man employs va 
a capital, he always expects it to be replaced to him 
with a profit He employs it, therefore, in main* 
taining productive hands only; and after having 
served in the function of a capital to him, it consti*- 
tutes a revenue to them. Whenever he employs any 
part of it in maintaining unproductive hands of any 
kind, that part is, from that moment, withdrawn 
from his capital, and placed in his stock reserved 
for immediate consumption. 

Unproductive labourers, and those who do not 
labour at all, are all maintained by revenue; either, 
first, by that part of the annual produce which is 
originally destined for constituting a revenue to some 
particular persons, either as the rent of land or as 
the profits of stock ; or, secondly, by that part which, 
though originally destined for replacing a capital 
and for maintaining productive labourers only, yet 
•when it comes into their hands, whatever part of it 
is over and above their necessary subsistence, may 
be employed in maintaining indifferently either pro- 
ductive or unproductive hands. Thus, not only the 
great landlord or the rich merchant, but even the 
common workman, if his wages are considerable, 
may maintain a menial servant ; or he may some- 
times go to a play or a puppet-show, and so contri- 
bute his share towards maintaining one set of un- 
productive labourers ; or he may pay some taxes, 
and thus help to maintain another set, more honour- 
able and useful, indeed, but equally unproductive. 
No part of the annual produce, however, which had 
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been originally destined to replace a capital, is ever 
directed towards maintaining unprodactive hands» 
till after it has put into motion its full complement 
of productive labour, or all that it could put into 
motion in the way in which it was employed. The 
workman must have earned his wages by work done, 
before he can employ any part of them in this man- 
ner. That part too is generally but a small one. 
It is his spare revenue only, of which productive lar- 
bourers have seldom a great deal. They generally 
have some, however ; and in the payment of taxes 
the greatness of their number may compensate, in 
some measure, the smallness of their contribution. 
The rent of land and the profits of stock are every- 
where, therefore, the principal sources from which 
unproductive hands derive their subsistence. These 
are the two sorts of revenue of which the owners 
have generally most to spare. They might both 
maintain indifferently either productive or unpro- 
ductive hands. They seem, however, to have some 
predilection for the latter. The expense of a great 
lord feeds generally more idle than industrious peo- 
ple. The rich merchant, though with his capital 
he maintains industrious people only, yet by his 
expense, that is, by the employment of his revenue, 
he feeds commonly the very same sort as the great 
lord. 

' The proportion, therefore, between the productive 
and unproductive hands, depends very much in 
every country upon the proportion between that 
part of the annual produce, which, as soon as it 
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comes either from the ground or from the hands of 
the productive labourers, is destined for replacing a 
capital, and that which is destined for constituting 
a revenue, either as rent or as profit. This propor- 
tion is very different in rich*from what it is in poor 
countries. 

Thus, at present, in the opulent countries of Eu- 
rope, a very large, frequently the largest portion of 
the produce of the land, is destined for replacing 
the capital of the rich and independent farmer ; the 
other for paying his profits, and the rent of the land- 
lord. But anciently, during the prevalency of the 
feudal government, a very small portion of the pro- 
duce was sufficient to replace the capital employed 
in cultivation. It consisted commonly in a few 
wretched cattle, maintained altogether by the spon- 
taneous produce of uncultivated land, and which 
might, therefore, be considered as a part of that 
spofttaneous produce. It generally too belonged to 
the landlord, and was by him advanced to the occu- 
piers of the land. All the rest of the produce pro- 
perly belonged to him too, either as rent for .his land, 
or as profit upon this paltry capital. The occupiers 
of land were generally bondmen, whose persons and 
effects were equally his property. Those who were 
not bondmen were tenants at will, and though the 
rent which they paid was often nominally little more 
than a quit-rent, it really amounted to the whole 
produce of the land. Their lord could at all times 
command their labour in peace, and their service in 
war. Though they lived at a distance from his 
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house, they were equally dependent upon him as his 
retainers who lived in it. - But the whole produce 
of the land undoubtedly belongs to him, who can 
dispose of the labour and service of all those whom 
it maintains. In the present state of Europe, the 
share of the landlord seldom exceeds a third, some- 
times not a fourth part of the whole produce of the 
land. The rent of land, however, in all the improved 
parts of the country, has been tripled and quad- 
rupled since those ancient times ; and this third or 
fourth part of the annual produce is, it seems, three 
or four times greater than the whole had been before. 
In the progress of improvement, rent, though it in- 
creases in proportion to the extent, diminishes in 
proportion to the produce of the land. 

In the opulent countries of Europe, great capitals 
are at present employed in trade and manufactures. 
In the ancient state, the little trade that was stirring, 
and the few homely and coarse manufactures that 
were carried on, required but very small capitals. 
These, however, must have yielded very large profits. . 
The rat^ of interest was no where less than ten per 
cent., and their profits must have been sufficient to 
afford this great interest. At present the rate of 
interest, in the improved parts of Europe, is no 
where higher than six per cent., and in some ot the 
most improved it is so low as four, three, and two 
per cent. Though that part of the revenue of the 
inhabitants which is derived from the profits of 
stock is always much greater in rich than in poor 
countries, it is because the stock is much greater ; 
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in proportion to the stock the profits are generally 
much less. 

That part of the annual produce, therefore, which, 
as soon as it comes either from the ground, or from 
the hands of the productive labourers, is destined for 
replacing a capital, is not only much greater in rich 
than in poor countries, but bears a much greater pn> 
portion to that which is immediately destined for 
constituting a revenue either as rent or as profit. The 
funds destined fo^ the maintenance of productive 
labour, are not only much greater in the former than 
in the latter, but bear a much greater proportion to 
those which, though they may be employed to main* 
tain either productive or unproductive hands, have 
generally a predilection for the latter. 

The proportion between those different funds ne* 
cessarily determines in every country the general 
character of the inhabitants as to industry or idle^ 
ness. We are more industrious than our forefathers ; 
because in the present times the funds destined for 
the maintenance of industry, are much greater in pro- 
portion to those which are likely to be employed in th# 
maintenance of idleness, than they were two or three 
centuries ago. Our ancestors were idle for want of 
a sujQBcient encouragement to industry. It is better, 
says the proverb, to play for nothing, than to work 
for nothing. In mercantile and manufacturing 
towns, where the inferior ranks of people are chiefly 
n^intained by the employment of capital, they are in 
general industrious, sober, and thriving ; as in many 
English, and in most Dutch towns. In those towns 
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which are principally sapported by the constant or 
occasional residence of a court, and in which the in- 
ferior ranks of people are chiefly maintained by the 
spending of revenue, they are in general idle, disso- 
lute, and poor ; as at Rome, Versailles, Compeigne} 
lind Fontainebleau. If you except Rouen and Hour- 
deauXf there is little trade or industry in any of the 
parliament towns of France, and the inferior ranks 
of people, being chieiSy maintained by the expense of 
the members of the courts of justice, and of those 
who come to plead before them, .are in general idle 
and poor. The great trade of Rouen and Bourdeaux 
seems to be altogether the effect of their situation. 
Rouen is necessarily the entrepot of almost all the 
goods which are brought either from foreign coun- 
tries, or from the maritime provinces of France, for 
the consumption of the great city of Paris. Bour- 
deaux is in the same manner the entrepot of the 
wines which grow upon the banks of the Garonne, 
and of the rivers which run into it, one of the richest 
wine countries in the world, and which seems to 
produce the wine fittest for exportation, or best 
suited to the taste of foreign nations. Such advan- 
tageous situations necessarily attract a great capital 
by the great employment which they afford it ; and 
the employment of this capital is the cause of the in- 
dustry of those two cities. In the other parliament 
towns of France, very little more capital seems to be 
employed than what is necessary for supplying their 
own consumption; that is, little more than the 
smallest capital which can be employed in them. 
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The same thing may be said of Paris, Madrid, and 
Vienna. Of those three cities, Paris is by far the 
most industrious : but Paris itself is the principal 
market of all the manufactures established at Paris, 
and its own consumption is the principal object of all 
the trade which it carries on. London, Lisbon, and 
Copenhagen, are, perhaps, the only three cities in 
Europe, which are both the constant residence of a 
court, and can at the same time be considered as 
trading cities, or as cities which trade not only for 
their own consumption, but for that of other cities 
and countries. The situation of all the three is ex- 
tremely advantageous, and naturally iits them to be 
the entrepots of a great part of the goods destined 
for the consumption of distant places. In a city 
where a great revenue is spent, to employ with ad- 
vantage a capital for any other purpose than for sup- 
plying the consumption of that city, is probably more 
difficult than in one in which the inferior ranks of 
people have no other maintenance but what they de* 
rive from the employment of such a capital. The 
idleness of the greater part of the people who are 
maintained by the expense of revenue, corrupts, it is 
probable, the industry of those who ought to be 
maintained by the employment of capital, and renders 
it less advantageous to employ a capital there than 
in other places. There was little trade or industry 
in Edinburgh before the Union. When the Scotch 
parliament was no longer to be assembled in it, when 
it ceased to be the necessary residence of the prin- 
cipal nobility and gentry of Scotland^ it became • 

2i3 



866 ACCUMULATION . [bOQK II. 

^ity of some trade and industry. It still continues, 
however, to be the residence of the principal courts 
of justice in Scotland, of the boards of customs and 
excise, &c. A considerable revenue, therefore, still 
continues to be spent in it. In trade and industry 
it is much inferior to Glasgow, of which the inhabit- 
ants are chiefly maintained by the employment of 
capital. The inhabitants of a large village, it has 
sometimes been observed, after having made con- 
siderable progress in manufactures, have become 
idle and poor, in consequence of a great lord's having 
taken up his residence in their neighbourhood. 

The proportion between capital and revenue, there- 
fore, seems every where to regulate the proportion 
between industry and idleness. Wherever capital 
predominates, industry prevails ; wherever revenue, 
idleness. Every increase or diminution of capital, 
therefore, naturally tends to increase or diminish the 
teal quantity of industry, the number of productive 
hands, and consequently the exchangeable value of 
the annual produce of the land and labour of the 
country, the real wealth and revenue of all its inha- 
bitants. 

Capitals are increased by parsimony, and dimi- 
nished by prodigality and misconduct. 

Whatever a person saves from his revenue he adds 
to his capiial, and either employs it himself in main- 
taining an additional number of productive hands, 
or enables some other person to do so, by lending it 
to him for an interest, that is, for a share of the 
profits* As the capital of an individual pan be iu^ 
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creased only by what he saves from his annual re- 
venue or his annual gains, so the capital of a society, 
which is the same with that of all the individuals 
who compose it, can be increased only in the same 
manner. 

Parsimony, and not industry, is the immediate 
cause of the increase of capital. Industry, indeed, 
provides the subject which parsimony accumulates. 
But whatever industry might acquire, if parsimony 
did not save and store up, the capital would never be 
the greater. 

Parsimony, by increasing the fund which is des- 
tined for the maintenance of productive hands, tends 
to increase the number of those hands whose labour 
adds to the value of the subject upon which it is be- 
stowed. It tends therefore to increase the exchange- 
able value of the annual produce of the land and 
labour of the country. It puts into motion an addi- 
tional quantity of industry, which gives an additional 
value to the annual produce. 

What is annually saved is as regularly consumed 
as what is annually spent, and nearly in the same 
time too ; but it is consumed by a different set of 
people. That portion of his revenue which a rich 
man annually spends, is in most cases consumed by 
idle guests, and menial servants, who leave nothing 
behind them in return for their consumption. That 
portion which he annually saves, as for the sake of 
the profit it is immediately employed as a capital, 
is consumed in the same manner, and nearly in the 
a^ipe time too> but by a different set of people, by 
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labourers, mairafkctuTers, and artificers, who re- 
produce with a profit the value of their annual con- 
sumption. His revenue, we shall suppose, is paid 
him in money. Had he spent the whole, the food, 
clothing, and lodging, which the whole could have 
purchased, would have been distributed among the 
former set of people. By saving a part of it, as that 
part is for the sake of the profit immediately employed 
as a capital either by himself or by some other per- 
son, the food, clothing, and lodging, which may be 
purchased with it, are necessarily reserved for the 
latter. The consumption is the same, • but the con- 
sumers are different; 

By what a frugal man annually saves, he not only 
afibrds maintenance to an additional number of pro- 
ductive hands, for that or the ensuing year, but, h*ke 
the founder of a public workhouse, he establishes as 
it. were a perpetual fund for the maintenance of an 
equal number in all times to come. The perpetual 
allotment and destination of this fund, indeed, is not 
always guarded by any positive law, by any trust- 
right or deed of mortmain. It is always guarded, 
however, by a very powerful principle, the plain and 
evident interest of every individual to whom any 
share of it shall ever belong. No part of it can ever 
afterwards be employed to maintain any but pro- 
ductive hands, without an evident loss to the person 
who thus perverts it from its proper destination. 

The prodigal perverts it in this manner. By not 
confining his expense within his income, he en- 
croaches upon his capital. lake him who perverts 
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the revenues of some pious foundation to profane 
purposes, he pays the wages of idleness with those 
funds which the frugality of his forefathers had, as 
it were, consecrated to the maintenance of industry. 
By diminishing the funds destined for the employ- 
ment of productive labour, he necessarily diminishes, 
so far as it depends upon him, the quantity of that 
labour which adds a value to the subject upon which 
it is bestowed, and, consequently, the value of the 
annual produce of the land and labour of the whole 
country, the real wealth and revenue of its inhabit- 
an]3. If the prodigality of some were not compen- 
sated by the frugality of others, the conduct of every 
prodigal, by feeding the idle with the bread of the 
industrious, tends not only to beggar himself, but to 
impoverish his country. 

Though the expense of the prodigal should be 
altogether in home-made, and no part of it in foreign 
commodities, its effect upon the productive funds of 
the society would still be the same. Every year there 
would still be a certain quantity of food and cloth- 
ing, which ought to have maintained productive, 
employed in maintaining unproductive hands. Every 
year, therefore, there would still be some diminution 
in what would otherwise have been the value of 
the annual produce of the land and labour of the 
country. 

This expense, it may be said indeed, not being in 
foreign goods, and not occasioning any exportation 
of gold and silver, the same quantity of money would 
remain in the country as before. But if the quantity 
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of food and clothing, which wer& thus consumed by 
unproductive, had been distributed among productive 
hands, they would have re-produced, together with 
a profit, the full value of their consumption. The 
same quantity of money would in this case equally 
have remained in the country, and there would be- 
sides have been a reproduction of an equal value of 
consumable goods. There would have been two 
values instead of one. 

The same quantity of money, besides, cannot long^ 
remain in any country in which the value of the an- 
nual produce diminishes. The sole use of money is 
to circulate consumable goods. By means of it, 
provisions, materials, and finished work, are bought 
and sold, and distributed to their proper consumers* 
The quantity of money, therefore, which can be an- 
nually employed in any country, must be determined 
by the value of the consumable goods annually ciN 
culated within it. These must consist either in the 
immediate produce of the land and labour of the 
country itself, or in something which had been pur- 
chased with some part of that produce. Their value, 
therefore, must diminish as the value of that pro- 
duce diminishes, and along with it the quantity of 
money which can be employed in circulating them. 
But the money which by this annual diminution of 
produce is annually thrown out of domestic circula- 
tion, will not be allowed to lie idle. The interest of 
whoever possesses it, requires that it should be em- 
ployed. But having no employment at home, it will, 
in spite of all laws and prohibitions, be sent abroadi 
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and employed In purchasing consumable goods 
which may be of some use at home. Its annual ex- 
portation will in this manner continue for some 
time to add something to the annual consumption 
of the country beyond the va.lue of its own annual 
produce. What in the days of its prosperity had 
been saved from that annual produce, and employed 
in purchasing gold and silver, will contribute for 
some little time to support its consumption in ad- 
versity. The exportation of gold and silver is, in 
this case, not the cause, but the effect of its declen-^ 
sion, and may even, for some little time, alleviate 
the misery of that declension. 

The quantity of money, on the contrary, must in 
every country naturally increase as the value of the 
annual produce increases. The value of the con- 
sumable goods annually circulated within the society 
being greater, will require a greater quantity of 
money to circulate them. A part of the increased 
produce, therefore, will naturally be employed in 
purchasing, wherever it is to be had, the additional 
quantity of gold and silver necessary for circulating 
the rest. The increase of those metals will in this 
case be the effect, not the cause, of the public pro- 
sperity. Gold and silver are purchased every where 
in the satme manner. The food, clothing, and lodg- 
ing, the revenue and maintenance of all those whose 
labour or stock is employed in bringing them from 
the mine to the market, is the price paid for them 
in Peru as well as in England. The country which 
has this price to pay^ will never be long without the 
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quantity of those metals which it has occasion for ; 
and no country will ever long retain a quantity 
which it has no occasion for. 

Whatever, therefore, we may imagine the real 
wealth and revenue of a" country to consist in, 
whether in the value of the annual produce of its 
land and lahour, as plain reason seems to dictate, 
or in the quantity of the precious metals which cir- 
culate within it, as vulgar prejudices suppose, in 
either view of the matter, every prodigal appears to 
be a public enemy, and every frugal man a public 
benefactor. 

The effects of misconduct are often the same as 
those of prodigality. Every injudicious and unsuc- 
cessful project in agriculture, mines, fisheries, trade, 
or manufactures, tends in the same manner to dimi- 
nish the funds destined for the maintenance of pro- 
ductive labour. In every such project, though the 
capital is consumed by productive hands only, yet, 
as by the injudicious manner in which they are em- 
ployed, they do not reproduce the full value of their 
consumption, there must always be some diminution 
in what would otherwise have been the productive 
funds of the society. 

It can seldom happen, indeed, that the circum- 
stances of a great nation can be much affected either 
by the prodigality or misconduct of individuals; 
the profusion or imprudence of some being always 
more than compensated by the frugality and good 
conduct of others. 

With regard to profusion, the principle which 
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prompts to expense, is the passion for present en- 
joyment; which, though sometimes violent and very 
difficult to be restrained, is in general only mo- 
mentary and occasional. But the principle which 
prompts to save, is the desire of bettering our con- 
dition, a desire which, though generally calm and 
dispassionate, comes with us from the womb, and 
never leaves us till we go into the grave. In the 
whole interval which separates those two moments, 
there is scarce perhaps a single instance in which 
any man is so perfectly and completely satisfied with 
his situation, as to be without any wish of alteration 
or improvement of any kind. An augmentation of 
fortune is the means by which the greater part of 
men propose and wish to better their condition. It 
is the means the most vulgar and the most obvious; 
and the most likely way of augmenting their for- 
tune, is to save and accumulate some part of what 
they acquire, either regularly and annually, or upon 
some extraordinary occasions. Though the principle '. 
of expense, therefore, prevails in almost all men 
upon some occasions, and in some men upon almost 
all occasions, yet in the greater part of men, taking 
the whole course of their life at an average, the 
principle of frugality seems not only to predominate, 
but to predominate very greatly. 

With regard to, misconduct, the number of pru- 
dent and successful undertakings is every where 
much greater than that of injudicious and unsuc- 
cessful ones. After all our complaints of the fre- 
quency of bankruptcies, the unhappy men who Ml 
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into this misfortune make but a very small part of 
the whole number engaged in trade, and all other 
sorts of business ; not much more perhaps than one 
in a thousand. Bankruptcy is perhaps the greatest 
and most humiliating calamity which can befal an 
innocent man. The greater part of men, therefore, 
are sufficiently careful to avoid it. Some, indeed, 
do not avoid it ; as some do not avoid the gallows. 

Great nations are never impoverished by private, 
though they sometimes are by public, prodigality 
and misconduct. Th6 whole, or almost the whole 
public revenue, is in most countries employed in 
maintaining unproductive hands. Such are the 
people who compose a numerous and splendid court, 
a great ecclesiastical establishment, great fleets and 
armies, who in time of peace produce nothing, and 
in time of war acquire nothing which can compen- 
sate the expense of maintaining them, even while 
the war lasts. Such people, as they themselves pro- 
duce nothing, are all maintained by the produce of 
other men's labour. When multiplied, therefore, to 
an unnecessary number, they may in a particular 
year consume so great a share of this produce, as 
not to leave a sufficiency for maintaining the produc- 
tive labourers, who should reproduce it next year. 
The next year's produce, therefore, will be less than 
that of the foregoing, and if the same disorder should 
continue, that of the third year will be still less 
than that of the second. Those unproductive hands, 
who should *be maintained by a part only of the 
spare revenue of the people, may consume so. great 
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a share of their whole revenue, and thereby oblige 
so great a number to encroach upon their capitals, 
upon the funds destined for the maintenance of pro- 
ductive labour, that all the frugality and good con- 
duct of individuals may not be able to compensate 
the waste and degradation of produce occasioned by 
this violent and forced encroachment 

This frugality and good conduct, however, is upon 
most occasions, it appears from experience, sufficient 
to compensate, not only the private prodigality and 
misconduct of individuals, but the public extrava- 
gance of government. The uiiiform, constant, and 
uninterrupted effort of every man to better his con- 
dition, the principle from which public and national, 
as well as private opulence is originally derived, is 
frequently powerful enough to maintain the natural 
progress of things toward improvement, in spite 
both of the extravagance of -government, and of the 
greatest errors of administration. * Like the un- 
known principle of animal life, it frequently restores 
health and vigour to the constitution, in spite not 
only of the disease, but of the absurd prescriptions 
of the doctor. 

The annual produce of the land and labour of 
any nation can be increased in its value by no other 
means, but by increasing either the number of its 
productive labourers, or the productive powers of 
those labourers who had before been employed. 
The number of its productive labourers, it is evi- 
dent, can never be much increased, but in conse- 
quence of an increase of capital) or of the funds 
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destined for maintaining them. The productive 
powers of the same namber of labourers cannot be 
increased, but in consequence either of some addi- 
tion and improvement to those machines and in- 
struments which facilitate and abridge labour; or 
of a more proper division and distribution of em- 
ployment. In either case an additional capital is 
almost always required. It is by means of an ad- 
ditional capital only, that the undertaker of any 
work can either provide his workmen with better 
machinery, or make a more proper distribution of em- 
ployment among them. When the work to be done 
consists of a number of parts, to keep every man 
constantly employed in one way, requires a much 
greater capital than where every man is occasion- 
ally employed in every different part of the work. 
When we compare, therefore, the state of a nation 
at two different periods, and find, that the annual 
produce of its land and la{>our is evidently greater 
at the latter than at the former, that its lands are 
better cultivated, its manufactures more numerous 
and more flourishing, and its trade more extensive, 
we may be assured that its capital must have in* 
creased during the interval between those two 
periods, and that more must have been added to it 
by the good conduct of some, than had been taken 
from it either by the private misconduct of others, 
or by the public extravagance of government. But 
we shall find this to have been the case of almost 
ail nations, in all tolerably quiet and peaceable 
times, even of those who have not enjoyed the most 
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prudent and parsimonious governments. To form 
a right judgment of it, indeed, we must compare 
the state of the country at periods somewhat distant 
from one another. The progress is frequently so 
gradual, that, at near periods, the improvement is 
not only not sensihie, hut from the declension either 
of certain hrancbes of industry, or of certain districts 
of the country, things which sometimes happen 
though the country in general he in great pro- 
sperity, there frequently arises a suspicion, that the 
riches and industjcy of the whole are decaying. 

The annual produce of the land and lahour of 
England, for example, is certainly much greater than 
it was a little more than a century ago at the restora- 
tion of Charles II. Though, at present, few people, I 
helieve, doubt of this, yet during this period, five years 
have seldom passed away in which some book or pam* 
phlet has not been published, written too with such 
abilities as to gain some authority withihe public, and 
pretending to demonstrate that the wealth of the na« 
tion was fast declining, that the country was depo- 
pulated, agriculture neglected, manufactures decays 
ing, and trade undone. Nor have these publica* 
tions been all party pamphlets, the wretched off- 
spring of falsehood and venality. Many of them 
have been written by very candid and very intelli- 
gent people ; who wrote nothing, but what they be^ 
lieved, and for no other reason but because they 
believed it. 

The annual produce of the land and labour of 
England again, was certainly much greater at the 
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Restoration than we can suppose it to have been 
about an hundred years before, at the accession of 
Elizabeth. At this period too, we have all reason 
to believe the country was much more advanced in 
improvement, than it had been about a century 
before, towards the close of the dissensions between 
the houses of York and Lancaster. Even then it 
was, probably, in a better condition than it had 
been at the Norman conquest, and at the Norman 
conquest, than during the confusion of the Saxon 
Heptarchy. Even at this early period, it was cer- 
tainly a more improved country than at the invasion 
of Julius Cssar, when its inhabitants were nearly in 
the same state with the savages in North America. 
In each of those periods, however, there was not 
only much private and public profusion, many ex- 
pensive and unnecessary wars, great perversion of 
the annual produce, from maintaining productive to' 
maintain unproductive hands; but sometimes, in 
the confusion of civil discord, such absolute waste 
and destruction of stock, as might be supposed, not 
only to retard, as it certainly did, the natural accu- 
mulation of riches, but to have left the country, 
at the end of the period, poorer than at the begin- 
ning. Thus, in the happiest and most fortunate 
period of them all, that which has passed since the 
Restoration, how many disorders and misfortunes 
have occurred, which, could they have been foreseen, 
not only the impoverishment, but the total ruin of 
the country would have been expected from them ? 
The fire and the plague of London, the two Dutch 
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wars, the disorders of the Revolution, the war in Ire- 
land, the four expensive French wars of 1688, 1702, 
1742, and 1756, together with the two rehellions of 
1715 and 1745. In the course of the four French 
wars, the nation has contracted more than a hundred 
and fortyofive millions of deht, over and ahove all the 
other extraordinary annual expense which they occa- 
sioned, so that the whole cannot he computed at less 
than two hundred millions. So great a share of 
the annual produce of the land and lahour of the 
country, has, since the Revolution, heen employed 
upon different occasions, in maintaining an extraor- 
dinary number of unproductive hands. But had not 
those wars given this particular direction to so large 
a, capital, the greater part of it would naturally have 
heen employed in maintaining productive hands, 
whose labour would have replaced, with a profit, the 
whole value of their consumption. The value of 
the uinual produce of the land and labour of the 
country, would have been considerably increased by 
it every year, and every year's increase would have 
augmented still more that of the following year. 
More houses would have been built, more lands 
would have been improved, and those which had 
been improved before would have been better culti- 
vated, more manufactures would have been esta- 
blished, and those which had been established before 
would have been more extended ; and to what height 
the real wealth and revenue of the country might, 
by this time, have been raised, it is not perhaps very 
easy even to imagine. 
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But though the profusion of government must, 
undouhtedly, have retarded the natural progress of 
England towards wealth and improvement, it has not 
heen able to stop it. The annual produce of its 
land and labour is, undoubtedly, much greater at 
present than it was either at the Restoration or at the 
Revolution. The capital, therefore, annually em- 
ployed in cultivating this land, and in maintaining 
this labour, must likewise be much greater. In the 
midst of all the exactions of government, this capital 
has been silently and gradually accumulated by the 
private frugality and good conduct of individuals, by 
their universal, continual, and uninterrupted effort 
to better their own condition. It is this effort, pio« 
tected by law and allowed by liberty to exert itself 
in the manner that is most advantageous, which has 
maintained the progress of England towards opu- 
lence and improvement in almost all former times, 
and which, it is to be hoped, will do so in all future 
times. England, however, as it has never been 
blessed with a very parsimonious government, - so 
parsimony has at no time been the characteristical 
virtue of its inhabitants. It is the highest imperti- 
nence and presumption, therefore, in kings and mi- 
nisters, to pretend to watch over the economy of 
private people, and to restrain their expense, either by 
sumptuary laws, or by prohibiting the impoirtatlon 
of foreign luxuries. They are themselves always, 
and without any exception, the greatest spendthl-ifls 
in the society. Let them look well after their own 
expense, and they may safely trust private people 
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with theirs. If their own extravagance does not 
ruin the state, that of their subjects never will. 

As frugality increases, and prodigality diminishes 
the public capital, so the conduct of those whose 
expense just equals their revenue, without either ac- 
cumulating or encroaching, neither increases nor 
diminishes it. Some modes of expense, however,, 
seem to contribute more to the growth of public 
opulence than others. 

The revenue of an individual may be spent, either 
in things which are consumed immediately, and in 
which one day's expense can neither alleviate nor 
support that of another ; or it may be spent in things 
more durable, which can therefore be accumulated, 
and in which every day's expense may, as he chooses, 
either alleviate or support and heighten the effect of 
that of the following day. A man of fortune, for 
example, may either spend his revenue in a profuse 
and sumptuous table, and in maintaining a great 
number of menial servants, and a multitude of dogs 
and horses ; or contenting himself with a frugal 
table and few attendants, he may lay out the greater 
part of it in adorning his house or his country villa, 
in useful or ornamental buildings, in useful or orna- 
mental furniture, in collecting books, statues, pic- 
tures ; or in things more frivolous, jewels, baubles, 
ingenious trinkets of different kinds; or what is 
most trifling of all, in amassing a great wardrobe of 
fine clothes, like the favourite and minister of a great 
prince who died a few years ago. Were two men of 
equal fortune to spend their revenue, the one chiefly 
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in the one way, the other in the other, the magnifi- 
cence of the person whose expense had heen chiefly 
in durable commodities, woold be continually in- 
creasing, every day*8 expense contributing some- 
thing to support and heighten the effect of that of 
the following day ; that of the other, on the con- 
trary, would be no greater at the end of the period 
than at the beginning. The former too would, at 
the end of the period, be the richer man of the two. 
He would have a stock of goods of some kind or 
other, which, though it might not be worth all that 
it cost, would always be worth something. No trace 
or vestige of the expense of the latter would remain, 
and the effects of ten or twenty years' profusion 
would be as completely annihilated as if they had 
never existed. 

As the one mode of expense is more favourable 
than the other to the opulence of an individual, so it 
is likewise to that of a nation. The houses, the fur- 
niture, the clothing of the rich, in a little time, be- 
come useful to the inferior and middling ranks of 
people. They are able to purchase them when their 
superiors grow weary of them, and the general ac- 
commodation of the whole people is thus gradually 
improved, when the mode of expense becomes uni- 
versal among men of fortune. In countries which 
have long been rich, you will frequently find the 
inferior ranks of people in possession both of houses 
and furniture perfectly good and entire, but of which 
neither the one could have been built, nor the other 
have been made for their use. What was formerly 
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a seat of the family of Seymour, is now an i|m on 
the Bath road. The marriage-bed of James the 
First of Great Britain, which hiis queen brought 
with her from Denmark, as a present fit for a sove- 
reign to make to a sovereign, was, a few years ago, 
the ornament of an alehouse at Dunfermline. In 
some ancient cities, which either have been long 
stationary, or have gone somewhat to decay, you 
will sometimes scarce find a single house which 
could have .been built for its present inhabitants. 
If you go into those houses too, you will frequently 
find many excellent, though antiquated pieces of 
furniture, which are still very fit for use, and which 
could as little have been made for them. Noble pa* 
laces, magnificent villas, great collections of books, 
statues, pictures, and other curiosities, are frequently 
both an ornament and an honour, not only to the 
neighbourhood, but to the whole country to which 
they belong. Versailles is ai; ornament and an 
honour to France, Stowe and Wilton to England. 
Italy still continues to command some sort of vene- 
ration by the number of monuments of this kind 
which it possesses, though the wealth which pro- 
duced them has decayed, and though the genius 
which planned them seems to be extinguished, per- 
haps from not having the same employment. 

The expense, too, which is laid out in durable 
commodities, is favourable, not only to accumula- 
tion, but to frugality. If a person should at any 
time exceed in it, he can easily reform without ex- 
posing himself to the censure of the public. To. 
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reduce very much the number of his servants) to re- 
form his table from great profusion to great fruga- 
lity, to lay down his equipage afler he has once set 
it up» are changes which cannot escape the observa- 
tion of his neighbours, and which are supposed to 
imply some acknowledgment of preceding bad con- 
duct. Few, therefore, of those who have once been 
so unfortunate as to launch out too far into .this sort 
of expense, have afterwards the courage to reform, 
till ruin and bankruptcy oblige them. But if a 
person has, at any time, been at too great. an expense 
in building, in furniture, in books or pictures, no 
imprudence can be inferred from his changing his 
conduct. These are things in which further ex- 
pense is frequently rendered unnecessary by former 
expense ; and when a person stops short, he appears 
to do so, not because he has exceeded his fortune, 
but because he has satisfied his fancy. 

The expense, besides, that is laid out in durable 
commodities, gives maintenance, commonly, to a 
greater number of people, than that which is em- 
ployed in the most profuse hospitality. Of two or 
three hundred weight of provisions, which may 
sometimes be served up at a great festival, one-half, 
perhaps, is thrown to the dunghill, and there is 
always a great deal wasted and abused. . But if the 
expense of this entertainment had been employed in 
setting to work masons, carpenters, upholsterers, 
mechanics, &c., a quantity of provisions of equal 
value, would have been distributed among a still 
greater number of people, who would have bought 



CHAP. III.] OP CAPWAL. 385 

them in penny-worths and pound weights, and not 
have lost nor thrown away a single ounce of them. 
In the one way, hesides, this expense maintains 
productive, in the other unproductive hands. In 
the one way, therefore, it increases, in the other, it 
does not increase, the exchangeable value of the an* 
nual produce of the land and labour of the country. 
I would not, however, by all this 1>e understood 
to mean, that the one species of expense always be* 
tokens a more liberal or generous spirit than the 
other. When a man of fortune spends his revenue 
chiefly in hospitality, he shares the greater part of 
it with his friends and companions ; but when he 
employs it in purchasing such durable commodities, 
he often spends the whole upon his own person, 
and gives nothing to any body without an equivalent. 
The latter species of expense, therefore, especially 
when directed towards frivolous objects, the little 
ornaments of dress and furniture, jewels, trinkets, 
gewgaws, frequently indicates, not only a trifling, 
but a base and selfish disposition. All that I mean 
is, that the one sort of expense, as it always occa- 
sions some accumulation of valuable commodities, as 
it lis more favourable to private frugality, and, con- 
sequently, to the increase of the public capital, and 
as it maintains productive, rather than unproductive 
hands, conduces more than the other to the growth 
of public opulence. 
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NOTE 
On Chapters I. and III., Book II. 



The objects of the first and third chapters of this 
Qooky are two ; firsts to draw a marked distinetiooi 
between that portion of the produce of ci^pital and 
labour, which is destined for consumption without 
any view to further production, and that portion 
which is destined for productive employment; 
secondly, to establish a distinction between produc- 
tive and unproductive labour. For makings these 
distinctions, much fault has been found with Adain 
Smith by subsequent writers, and especially by Pro- 
fessor McCuUoeh in his commentary on the Wealth 
of Nations, It will perhaps turn out upon inquiry, 
that those distinctions really exist; that the two 
principles thus set forth by Adam Smith are sound 
in themselves, though in his illustrations of them 
he may have fallen into some serious mistakes, and 
though he, as well as others, have drawn from them 
some very errpneous conclusions. 

Except amongst those very miserable races of 
men, who consume every day what their daily 



NOTE ON CHAPTERS I. AND III. BOOK II. 887 

labour produces, and who therefore never possess 
any stock, all nations obtain by their industry more 
than they can instantly consume. This is their 
stock. They may either consume it by degrees as 
revenue, or they may employ it as capital with a 
view to production ; or they may consume a part as 
revenue, and employ a part as capital. But when- 
ever a part of stock is employed as capital, the end 
sought is revenue. We do not work for the mere 
pleasure of working ; we do not when in our senses, 
save for the mere pleasure of saving. Enjoyment, 
or the consumption of revenue, is the end of all 
labour and all parsimony. When, therefore, Adam 
Smith divides the stock of a nation into revenue and 
capital, he only marks a distinction which obviously 
exists ; he only distinguishes between that portion 
of stock which is set apart for fulfilling the end of 
all Industry, or, in other words, for enjoyment, and 
that portion which is reserved as a means for repro- 
ducing Itself, and for producing more revenue. The 
distinction appears to be of the highest importance, 
though Professor McCulloch have said of it, that it 
** ean only serve to embarrass and obscure a subject 
otherwise abundantly simple." 

Not only does there exist a wide difference between 
revenue and capital, — the difference between an 
end and a means, — but a nation is really wealthy, 
in the proper sense of the word, just in proportion 
to the quantity of its stock which it has been able, 
and is still able to set apart as revenue. Whence 
have come the vast number of agreeable houses in 
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this country, not occupied with any view to produc- 
tion, of parks and pleasure-gardens, of schools and 
theatres, of colleges and libraries ; the great quantity 
of rich furniture, of fine pictures, and a hundred 
other objects which minister to enjoyment ? From 
past revenue. Thousands of millions, it has been 
well observed,* have been expended in making this 
country more "habitable" than any in the world; 
more agreeable to live in. Of what did those thou- 
sands of millions consist ? Of revenue ; of that 
part of stock which was not reserved as capital. 
Those who expended those thousands of millions, 
had the pleasure of doing so ; and a good part of 
what that expenditure produced, remains for our 
enjoyment. We too, in our day, have the pleasure 
of expending revenue, without the least view to 
profit, some of which leaves objects of desire that 
may be enjoyed by our successors. And then, look- 
ing at the present, are we a wealthy nation, only 
because we have large means of creating wealth, or 
because we can afford to expend yearly on enjoy- 
ment more than any other two nations together ? 
Suppose for a moment that the whole of our stock 
had been in all past times, and still were continually 
reserved as capital ; what a miserable people we 
should be ; all of us engaged continually in pro- 
ducing what none of us should enjoy ; what each of 
us should consume in that small quantity only, 
which would enable him to go on producing without 

* By a writer in the £dinbui|rh Review. 
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a view to enjoyment. The supposition would be 
extravagant, if it did not serve to show that by dis- 
tinguishing between capital and revenue, we find 
Out in what way, by what process it is, that human 
labour conduces to happiness superior to that of the 
brute. 

In another |)oint of view there seems to be a great 
difference between revenue and capital. In the third 
chapter of his first book, Adam Smith has very 
clearly shown that production, that industry itself, 
is limited by the power of exchanging^ Now the 
power of exchAngittg depends in great measure od 
the variety of objects for exchange. But if we were 
all engaged in producing, as we must be if our 
wli6le stock were continually reserved as capitaf ; 
and if none of us expended any thing on luxuries, 
as must be the case if no stock were set apart as 
revenue ; in that case, we should all want exactly 
the same things, and very few would be the number 
of things that we should want. As there would be 
no demand for any thing beyond mere necessaries, 
nothing else would be produced. With so few 
exchanges, the grand stimulus to industry would be 
wanting ; we should produce little, and we should 
have no motive for saving. One ean readily per* 
celve that a nation which was compelled to employ 
the whole of its stock as capital, would sodn have 
no stock ibr any purpose. What, on the other hand^ 
is the effect of expending a portion of stock as 
revenue ? That expenditure provides a demand for 
the great variety of objects which are produced by 
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the other portion of stock. It is with a view to the 
ultimate expenditure of stock as revenue, that some 
stock is used as capital ; it is only by means of the 
expenditure of stock as revenue, that employment is 
furnished to the greater part of capital. The dis- 
tinction, then, between capital and revenue, instead 
of" serving to embarrass and obscure a subject other- 
wise abundantly simple,'' appears to deserve far 
more attention than it has yet received from writers 
on political economy. 

This very incomplete view of the subject has been 
suggested to me by several passages in the works of 
Dr.^Chalmers. He contends further, that revenue 
for expenditure is different from capital for produc- 
tiou, inasmuch as too large a portion of stock may 
be destined to act as capital, and that the only 
remedy for the evils which attend upon super* 
abundance of capital, is a larger consumption of 
stock as revenue. Be it so, provided there were no 
other means of altering the proportion between 
capital and the field of production. But what does 
the proposal indicate ? It shows, that in the science 
of political economy, there is yet a large gap to be 
filled by the subject of the different proportions 
between revenue and capital. 

Dr. Chalmers agrees with Professor McCullocbt 
in blaming Adam Smith for having distinguished 
between productive and unproductive labour. 

" The end, " he says, " of all production is con- 
sumption. The terminus ad qfiem of all labour^ is 
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the enjoyment of those who buy its products; 
whether these he material or immaterial. This last 
difference is surely, to all purposes of any worth or 
consideration, a futile one ; and it will be found, 
that there is an equal futility in any other dijOTerence 
which can be alleged betwixt them. For example, 
it has been said of unproductive labour, that its 
effect is momentary, and that all the good of it 
expires with the performance ; whereas the tangible 
thing that issues from the other, can be laid up in a 
shop or store-room, and be there appealed to as a 
K>lid addition to the annual wealth of the country, 
or recorded among the items of a national inventory. 
Now it is very true that when a tune is ended, there 
remains no equivalent for its price. But the same 
is true of the coat after it has been worn, or of any 
vendible and substantial commodity, afler the con- 
sumption of it is terminated. In process of time, 
there remains no vestige, either of the productive or 
of the unproductive labour ; and, *to balance the 
consideration, that the effect of the one is shorter- 
lived than the other, it should be remembered that 
this might be made up by the perpetuity, or fre- 
quency of the service. A suit of clothes may last 
with me a year ; and, during the whole of that time, 
I have a use and an enjoyment in the wearing of 
them. But, with their price, I may hire for a year, 
the attendance of a menial servant ; and so experi- 
ence, for the same length of time, the daily benefit 
and convenience of his labour. And besides, in 
point of endurance, there is often a vast superiority 



992 NOTB OK 

in the effects of the nnproductive, over those of th« 
productive labourer. To the physician, I may ow^ 
the continued health of a life-time — to the lawyer, 
the preservation of my family estate, along^ a line of 
successive generations — to the soldier, the inde* 
pendence of my nation for centuries — to the clergy* 
man, the virtue of the people, and the imperishable 
good of their eternity. So that the efibct of the one 
species of labour, may be as lasting as that of the 
other ; and there is really nothing in this particular 
characteristic, which at all justifies the distinctioii 
that has been made of them." * * • • 
" It would be impossible to maint&in this distine^ 
iion against the many eitamples which might be 
alleged in opposition to It A manufacturer of fire- 
arms, by the definition iu question, is a productive 
labourer. Hie soldier who uses the fire-arms, and 
but for whose use of them they would never have 
been fabricated, is an unproductive one. The cook 
within doors is unproductive. The confectioner out 
of doors, though the very same work is done by him, 
would be recognised and honoured as a productive 
labourer. Yet -both impress additional value on a 
tangible commodity~-only, in the former instance 
we want the shop ; and so, in the hands of the cook, 
it is not, as in the hands of the confectioner, a 
vendible commodity. A singer, or even a performer 
on a musical instrument, is unproductive. But the 
maker of the instrument is a productive labourer—' 
ai|d should it be an instrument that can perform of 
ttseify such aa a musical automaton, then we should 
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have a clear addition to the wealth of the counlr}', 
without the alloy or the deduction of any unpro- 
ductive labourer having at all to do with it. It is 
thus we should imagine, that a thousand manufac- 
turers of ^olian harp^, must be regarded with all 
complacency by our economists, as undoubted con- 
tributors to the material produce, which, by their de- 
finition, is tantamount to the wealth of the nation. 
But should the demand be changed from inanimate 
to living music, and the thousand artificers be trans- 
formed, of consequence, into so many vocal per- 
formers — we must suppose^ that .at this transition a 
reduction of wealth has taken place, although all the 
labourers are as well maintained, and all the em- 
ployers are better pleased than before. We have 
already stated, that a preacher of oral sermons is un- 
productive — ^but that, should he publish a volume of 
written sermons, he forthwith stands out in the ca- 
pacity of a productive labourer. In short, without 
regard to that which is nevertheless the real terminus 
ad quern of all trade and manufactures, even the en* 
joyment of consumers ; and without regard to the 
reward or maintenance of those who are engaged in 
them, for the maintenance is in every way as liberal, 
whether they are employed in the capacity of pro- 
ductive or unproductive labourers — this definition 
proceeds on some mysterious virtue which is figured 
in residing in the mere vehicle of the enjoyment. 
Unless that vehicle be a piece of matter, wealth, and 
all the blessings of which the term is comprehensive, 
are conceived to be somehow impaired by it. In a 
word, they cannot conceive how wealth should be in 
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anything, unless it be a something which the hand 
can handle. Without this, all is unsubstantial in 
their eyes. And though, by one mode of expendi- 
ture, health, and security, and virtue, and education, 
and justice, and science, are purchased for the com- 
munity, at the hands of so many unproductive lit- 
bourers; yet if, by another mode of expenditure, 
other blessings, however inferior, but unlike to these, 
laid up in packages or bales of merchandise, are 
purchased from the hands of productive labourers- 
economists there are, both in and out of parliament, 
whose whole philosophy would enjoin them a con- 
tempt for the airy nothings, and a longing appetency 
for the bales." 

This argument is conclusive, in as far as it shows 
the fallacy of the distinction between productive and 
unproductive, as set forth by Adam Smith ; and it is 
equally conclusive against the view of the subject 
taJcen by Professor McCulloch, who holds that such 
labour is unproductive as does not '^ occasion, either 
directly or indirectly, the production of the same 
quantity of equally valuable products with those 
that were expended in carrying them on." NeveiL 
theless, some such distinction as that drawn by Adaih 
Smith, appears to be the necessary consequence of ti 
distinction between capital and revenue, — ^betweeh 
the productive and unproductive consumption of 
stock. 

All labour is productive of some advantage or en- 
joyment. A part of revenue gives occasion to labour, 
of which the result is tangible advantages ; a part, 
to labour of which the result is not tangible, such as 
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the services of domestics, or .physicians, or singers. 
Whether the product of such' labour be tangible or 
not, the enjoyment is the same ; and the distinction, 
therefore, between tangible and non-tangible, is of 
no sort of consequence. But all the labour to which 
the expenditure of revenue gives occasion, has for 
objectj the enjoyment, and nothing but the enjoy* 
ment, of the owners of revenue. The products or 
results of that labour, are of a perishable nature ; 
they are not intended, nor are they fit, to be used in 
producing similar results ; they are intended, and 
they are iiti only to be enjoyed and consumed. They 
may, peiliaps, be termed results for enjoyment, or 
unproductive results. 

On the other hand, if no portion of stock were ever 
devoted to expenditure, if all stook were used as 
capital, labour would have to perform one function 
only : maintained by capital, it would have to re- 
produce capital. In that case, all the results of la- 
bour would be intended, and would be lit for pro- 
ducing similar results. But when a portion of stock 
is expended as revenue, when there is a demand for 
those results of labour which minister to enjoyment 
only, then labour performs two functions : it re-pro- 
duces capital, or that which may be again used for 
production ; and it also produces results for mere 
enjoyment or unproductive results. All labour is 
productive of some beneficial result ; but while some 
of the results of labour are productive, others are 
unproductive. It is to the results of labour, and not 
to the labour, that we must look, in fo)lpwing out 
the distinction between revenue and capital, — ^be- 
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tween the productive and nnproductive consumption 
of stock. 

Allowing that the expenditure of stock as revenue, 
gives occasion to labour of which the results are un- 
productive, it by no means follows that such expen* 
diture is injurious. On the contrary, since it is the 
unproductive results of labour which alone are en* 
joyed, the greater the quantity of those results, the 
better — the more stock we expend as revenue, the 
better — provided we do not trench upon that capital 
from which our whole stock is derived. As with in- 
dividuals, so with nations. A man is the richer and 
happier, not for what he can keep, but for what he 
can spend ; though if he would continue to spend, 
he must take care to maintain the source of his re- 
venue. Adam Smith arrives at a different conclu- 
sion. He would give us to understand, that the 
greatest miser is the best, and ought therefore to be 
the happiest individual ; and that the grand object 
of political economy, is to increase the productive, by 
diminishing the unproductive consumption of nations. 
Dr. Chalmers suggests that he was misled, as he has 
certainly misled others, by the misapplication of an 
epithet. Had he seen that all labour is productive 
of some benefit, and that the unproductive results of 
labour are exactly those which we enjoy — exactly 
those which it is the end of all labour to produce, — 
he would not have painted parsimony in such glow- 
ing colours, nor have represented expenditure in so 
ugly a form. 
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CHAPTER IV. 

Of Stock lent at Interest. 

The stock which is lent at interest is always consi- 
dered as a capital by the lender. He expects that 
in due time it is to be restored to him, and that in 
the mean time the borrower is to pay him a certain 
annual rent for the use of it. The borrower may 
use it either as a capital, or as a stock reserved for 
immediate consumption. If he uses it as a capital, 
he employs it in the maintenance of productive 
labourers, who re-produce the value with a profit. 
He can, in this case, both restore the capital and 
pay the interest without alienating or encroaching 
upon any other source of revenue. If he uses it as 
a stock reserved for immediate consumption, he acts 
the part of a prodigal, and dissipates in the main- 
tenance of the idle, what was destined for the sup- 
port of the industrious. He can, in this case, nei- 
ther restore the capital nor pay the interest, without 
either alienating or encroaching upon some other 
source of revenue, such as the property or the rent 
of land. 

The stock which is lent at interest is, no doubt, 
Occasionally employed in both these ways, but in 
the former much more frequently than in the latter. 
Vol. II. 2 M 
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The man who borrows in order to spend will soon be 
ruined, and he who lends to him will generally have 
occasion to repent of his folly. To borrow or to 
lend for such a purpose, therefore, is in all eases, 
where gross usury is out of the question, contrary to 
the interest of both parties ; and though it no doubt 
happens sometimes that people do both the one and 
the other; yet, from the regard that all men have 
for their own interest, we may be assured) that it 
cannot happen bo very frequently as we are some-> 
times apt to imagine. Ask any rich man of com- 
mon prudence, to which of the two sorts of people 
he has lent the greater part of his stock, to those 
who, he thinks, will employ it profitably, or to those 
who will spend it idly, and he will laugh at you for 
proposing the question. Even among borrowers, 
therefore, not the people in the world most famous 
for frugality, the number of the frugal and indus^ 
trious surpasses considerably that of the prodigal 
and idle. 

The only people to whom stock is commonly lent^ 
without their being expected to make any very pro- 
fitable use of it, are country gentlemen who borrow 
upon mortgage. Even they scarce ever borrow 
merely to spend. What they borrow, one may say, 
is commonly spent before they borrow it. They 
have generally consumed so great a quantity of 
goods, advanced to them upon credit by shopkeepers 
and tradesmen, that they find it necessary to borrow 
at interest in order to pay the debt. The capital 
borrowed replaces the capitals of those shopkeepers 
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and tradesmen, which the country gentlemen could 
not have replaced from the rents of their estates. 
It is not properly borrowed in order to be spent, 
but in order to replace a capital which had been 
spent before. 

Almost all loans at interest are made in money, 
either of paper, or of gold and silver. But what 
the borrower really wants, and what the lender rea- 
dily supplies him with, is not the money, but the 
money's worth, or the goods which it can purchase. 
If he wants it as a stock for immediate consumption, 
it is those goods only which he can place in that 
stock. If he wants it as a capital for employing in- 
dustry, it is from those goods only that the indus- 
trious can be furnished with the tools, materials, 
and maintenance, necessary for carrying on their 
work. By means of the loan, the lender, as it were, 
assigns to the borrower his right to a certain portion 
of the annual produce of the land and labour of the 
country, to be employed as the borrower pleases. 

The quantity of stock, therefore, or, as it is com- 
monly expressed, of money which can be lent at in- 
terest in any country, is not regulated by the value 
of the money, whether paper or coin, which serves 
as the instrument of the different loans made in that 
country, but by the value of that part of the annual 
produce, which, as soon as it comes either from the 
ground, or from the hands of the productive labour- 
ers, is destined not only for replacing a capital, but 
such a capital as the owner does not care to be at the 
trouble of employing himself. As such capitals are 
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commonly lent out and paid back in money, they 
constitute what is called the monied interest. It is 
distinct, not only from the landed, but from the 
trading and manufacturing interests, as in these last 
the owners themselves employ their own capitals. 
£ven in the monied interest, however, the money is, 
as it were, but the deed of assignment, which con- 
veys from one hand to another those capitals which 
the owners do not care to employ themselves. Those 
capitals may be greater in almost any proportion, 
than the amount of the money which serves as the 
instrument of their conveyance ; the same pieces of 
money successively serving for many different loans, 
as well as for many different purchases. A, for 
example, lends to W a thousand pounds, with which 
W immediately purchases of B a thousand pounds' 
worth of goods. B having no occasion for the 
money himself, lends the identical pieces to X, with 
which X immediately purchases of C another thou- 
sand pounds' worth of goods. C in the same man- 
ner, and for the same reason, lends them to Y, who 
again purchases goods with them of D. In this 
manner the same pieces, either of coin or of paper, 
may, in the course of a few days, serve as the instru- 
ment of three different loans, and of three different 
purchases, each of which is, in value, equal to the 
whole amount of those pieces. What the three 
monied men A, B, and C, assign to the three bor- 
rowers, W, X, Y, is the power of making those pur- 
chases. In this power consist both the value and 
the use of the loans. The stock lent by the three 



CHAP, rv.] AT INT1RE8T. 401 

monied men is equal to the value of the goods which 
can be purchased with it, and is three times greater 
than that of the money with which the purchases 
are made. Those loans, however, may be all per- 
fectly well secured, the goods purchased by the dif- 
ferent debtors being so employed, as in due time to 
bring back, with a profit, an equal value either of 
coin or of paper. And as the same pieces of money 
can thus serve as the instrument of different loans 
to three, or, for the same reason, to thirty times their 
value, so they may likewise successively serve as the 
instrument of repayment. 

A capital lent at interest may, in this manner, be 
considered as an assignment fVom the lender to the 
borrower of a certain considerable portion of the 
annual produce ; upon condition that the borrower 
in return shall, during the continuance of the loan, 
annually assign to the lender a smaller portion, 
called the interest ; and at the end of it, a portion 
equally considerable with that which had originally 
been assigned to him, called the repayment. Though 
money, either coin or paper, serves generally as the 
deed of assignment both to the smaller, and to the 
more considerable portion, it is itself altogether dif- 
ferent from what is assigned by it. 

In proportion as that share of the annual produce 
which, as soon as it comes either from the ground or 
ftom the hands of the productive labourers, is des- 
tined for replacing a capital, increases in any coun- 
try, what is called the monied interest naturally in- 
creases with it. The increase of those particular 
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capitals from which the owners wish to derive a re- 
venue, without being at the trouble of employing 
them themselves, naturally accompanies the general 
increase of capitals; or, in other words, as stock in- 
creases, the quantity of stock to be lent at interest 
grows gradually greater and greater. 

As the quantity of stock to be lent at interest in*- 
creases, the interest, or the price which must be paid 
for the use of that stock, necessarily diminishes, not 
not only from those general causes which make the 
market price of things commonly diminish as their 
quantity increases, but from other causes which are 
peculiar to this particular case. As capitals increase 
in any country, the profits which can be made by 
employing them necessarily diminish. It becomes 
gradually more and more difficult to find within the 
country a profitable method of employing any new 
capital. There arises in consequence a competition 
between different capitals, the owner of one endea- 
vouring to get possession of that employment which 
is occupied by another. But upon most occasions 
he can hope to justle that other out of this employ- 
ment, by no other means but by dealing upon more 
reasonable terms. He must not only sell what he 
deals in somewhat cheaper, but in order to get it to 
sell, he must sometimes too buy it dearer. The de- 
mand for productive labour, by the increase of the 
funds which are destined for maintaining it, grows 
every day greater and greater. Labourers easily 
find employment, but the owners of capitals find it 
difficult to get labourers to employ. Their compe- 
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tition raises the wages of labour, and sinks the pro- 
fits of stock. But when the profits which can be 
made by the use of a capital are in this manner di- 
minished, as it were, at both ends, the price which 
can be paid for the use of it, that is, the rate of in- 
terest, must necessarily be diminished with them. 

Mr. Locke, Mr. Law, and Mr. Montesquieu, as 
well as many other writers, seem to have imagined 
that the increase of the quantity of gold and silver, 
in consequence of the discovery of the Spanish West 
Indies, was the real cause of the lowering of the rate 
of interest through the greater part of Europe. 
Those metals, they say, having become of less value 
themselves, the use of any particular portion of them 
necessarily' became of less value too, and conse- 
quently the price which could be paid for it. This 
notion, which at first sight seems so plausible, has 
been so fully exposed by Mr. Hume, that it is, per- 
haps, unnecessary to say any thing more about it. 
The following very short and plain argument, how- 
ever, may serve to explain more distinctly the fallacy 
which seems to have misled those gentlemen. 

Before the discovery of the Spanish West Indies,, 
ten per cent, seems to have been the common rate of 
interest through the greater part of Europe, It has 
since that time in difierent countries sunk to six, five, 
four, and three per cent. Let us suppose that in 
every particular country the value of silver has sunk 
precisely in the same proportion as the rate of in- 
terest; and that in those countries, for example, 
where interest has been reduced from ten to five per 
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cent., tlie same quantity of silver can now purchase 
just half the quantity of goods which it could have 
purchased before. This supposition will not, I he^ 
lieve, be found anywhere agrreeable to the trutb* 
but it is the most favourable to the opinion which 
we are going* to examine; and even upon this sup» 
position it is utterly impossible that the lowering of 
the value of silver could have the smallest tendency 
to lower the rate of interest. If a hundred pounds 
are in those countries now of no more value than 
fifty pounds were then, ten pounds must now be of 
no more value than five pounds were then. What-- 
ever were the causes which lowered the value of the 
capital, the same must necessarily have lowered that 
of the interest, and exactly in the same proportion. 
The proportion between the value of the capital and 
that of the interest must have remained the same, 
though the rate had never been altered* By altering^ 
the rate, on the contrary, the proportion between those 
two values is necessarily altered. If a hundred 
pounds now are worth no more than fifty were then, 
five pounds now can be worth no more than two 
pounds ten shillings were then. By reducing the 
rate of interest, therefore, from ten to five per cent., 
we give for the use of a capital, which is supposed 
to be equal to one half of its former value, an interest 
which is equal to one-fourth only of the value of the 
former interest. 

Any increase ia the quantity of silver, while that 
of the commodities ciiculated by means of it r&* 
mained the same, could have no other effect than to 
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diminish the value of that metal. The nominal 
value of all sorts of goods would be greater, but 
their real value would be precisely the same as be- 
fore. They would be exchanged for a greater num- 
ber of pieces of silver ; but the quantity of labour 
which they could command, the number of people 
whom they could maintain and employ, would be 
precisely the same. The capital of the country 
would be the same, though a greater number of 
pieces might be requisite for conveying any equal 
portion of it from one hand to another. The deeds 
of assignment, like the conveyances of a verbose 
attorney, would be more cumbersome, but the thing 
assigned would be precisely the same as before, and 
could produce only the same effects. The funds for 
maintaining productive labour being the same, the 
demand for it would be the same. Its price or 
wages, therefore, though nominally greater, would 
really be the same. They would be paid in a 
greater number of pieces of silver ; but they would 
purchase only the same quantity of goods. The 
profits of stock would be the same both nominally 
and really^ The wages of labour are commonly 
computed by the quantity of silver which is paid to 
the labourer. When that is increased, therefore, his 
wages appear to be increased, though they may some- 
times be no greater than before. But the profits of 
stock are not computed by the number of pieces of 
silver with which they are paid, but by the propor- 
tion which those pieces bear to the whole capital 
employed. Thus in a particular country five shil- 
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lings a week are said to be the common wages of 
labour, and ten per cent, the common profits of 
stock. But the whole capital of the country being 
the same as before, tbe competition between the 
different capitals of indiTiduals into which it was 
divided would likewise be the same. They would all 
trade with the same advantages and disadvantages. 
The common proportion between capital and profit, 
therefore, would be the same, and consequently the 
common interest of money; what can commonly 
be given for the use of money being necessarily 
regulated by what can commonly be made by the 
use of it. 

Any increase in the quantity of commodities aa« 
nually circulated within the country, while that of 
the money which circulated them remained the 
same, would, on the contrary, produce many other 
important effects, besides that of raising the value 
of the money. The capital of the country, though 
it might nominally be the same, would really be 
augmented. It might continue to be expressed by 
the same quantity of money, but it would command 
a greater quantity of labour. The quantity of pro- 
ductive labour which it could maintain and employ 
would be increased, and consequently. the demand 
for that labour. Its wages would naturally rise with 
the demand, and yet might appear to sink. They 
might be paid with a smaller quantity of money, 
but that smaller quantity might purchase a greater 
quantity of goods than a greater had done before. 
The profits of stock would be diminished both really 
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and in appearance. The whole capital of the coun- 
try being augmented, the competition between the 
different capitals of which it was composed would 
naturally be augmented along with it. The owners 
of those particular capitals would be obliged to con- 
tent themselves with a smaller proportion of the 
produce of that labour which their respective capitals 
employed. The interest of money, keeping pace 
always with the profits of stock, might, in this man- 
ner, be greatly diminished, though the value of 
money, or the quantity of goodd which any particu- 
lar sum could purchase, was greatly augmented. 

In some countries the interest of money has been 
prohibited by law. But as something can every- 
where be made by the use of money, something 
ought everywhere to be paid for the use of it. This 
regulation, instead of preventing, has been found 
from experience to increase the evil of usury ; the 
debtor being obliged to pay, not only for the use of 
the money, but for the risk which his creditor runs 
by accepting a compensation for that use. He is 
obliged, if one may say so, to insure his creditor 
from the penalties of usury. 

In countries where interest is permitted, the law, 
in order to prevent the extortion of usury, generally 
fixes the highest rate which can be taken without 
incurring a penalty. This rate ought always to be 
somewhat above the lowest market price, or the 
price which is commonly paid for the use of money 
by those who can give the most undoubted security. 
If this legal rate should be fixed below the lowest 
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market rate, the effects of this fixation must be 
nearly the same as those of a total prohibition of 
interest. The creditor will not lend his money for 
less than the use of it is worth, and the debtor 
must pay him for the risk which he runs by accept- 
ing the full value of that use. If it is fixed pre- 
cisely at the lowest market price, it ruins with honest 
people, who respect the laws of their country, the 
credit of all those who cannot give the very best 
security, and obliges them to have recourse to exor- 
bitant usurers. In a countr}% such as Great Britain » 
where money is lent to government at three per 
cent, and to private people upon good security at 
four, and four and a half, the present legal rate, 
five per cent., is, perhaps, as proper as any. 

The legal rate, it is to be observed, though it 
ought to be somewhat above, ought not to be much 
above the lowest market rate. If the legal rate of 
interest in Great Britain, for example, was fixed so 
high as eight or ten per cent., the greater part of 
the money which was to be lent, would be lent to 
prodigals and projectors, who alone would be will- 
ing to give this high interest. Sober people, who 
will give for the use of money no more than a part 
of what they are likely to make by the use of it, 
would not venture into the competition. A great 
part of the capital of the country would thus be 
kept out of the hands which were most likely to 
make a profitable and advantageous use of it, and 
thrown into those which were most likely to waste 
and destroy it. Where the legal rate of interest^ on 
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the contrary, is fixed but a very little above the 
lowest market rate, sober people are universally pre- 
ferred, as borrowers, to prodigals and projectors. 
The person who lends money gets nearly as much 
interest from the former as he dares to take from 
the latter, and his money is much safer in the hands 
of the one set of people than in those of the other. 
A great part of the capital of the country is thus 
thrown into the hands in which it is most likely to 
be employed with advantage. 

No law can reduce the common rate of interest 
below the lowest ordinary market rate at the time 
when that law is made. Notwithstanding the edict 
of 1766, by which the French king attempted to 
reduce the rate of interest from five to four per cent., 
money continued to be lent in France at five per 
cent., the law being evaded in several different 
ways. 

The ordinary market price of land, it is to be ob- 
served, depends everywhere upon the ordinary 
market rate of interest. The person who has a 
capital from which he wishes to derive a revenue, 
without taking the trouble to employ it himself, 
deliberates whether he should buy land with it, or 
lend it out at interest. The superior security of 
land, together with some other advantages which 
almost everywhere attend upon this species of pro- 
perty, will generally dispose him to content himself 
with a smaller revenue from land, than what he 
might have by lending out his money at interest. 
These advantages are sufhcient to compensate a 
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certain difference of revenue ; but they will com- 
pensate a certain difference only ; and if the rent of 
land should fall short of the interest of money by a 
^eater difference, nobody would buy land, which 
would soon reduce its ordinary price. On the con- 
trary, if the advantages should much more than 
compensate the difference, every body would buy 
land, which again would soon raise its ordinary 
price.* When interest was at ten per cent, land 
was commonly sold for ten or twelve years' purchase. 
As interest sunk to six, five, and four per cent., the 
price of land rose to twenty, five-and-twenty, and 
thirty years' purchase. The market rate of interest 
is higher in France than in England, and the com- 
mon price of land is lower. In England it com- 
monly sells at thirty, in France at twenty years' 
purchase. 

* The rate of interest can have no e£fect on the price of 
landj except as the numher of years' purchase is thereby de-> 
termined ; and the amount of rent does not influence in any 
degree the number of years' purchase. — ^E. 
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NOTE 

On Chapter IV., Book II. 

In this chapter, Adam Smith, with singular incon- 
sistency, appears as the advocate of restraint, by the 
authority of government, on the making of bargains 
between individuals. He became aware, however, 
of his error, and acknowledged it. The fourth 
edition of the Wecdth of Nations^ being the last 
that was revised by the author, was printed in 1786. 
It was in the following year, that Mr. Bentham 
wrote his celebrated Defence of Usury ^ together with 
a letter to Adam Smith, on the Discouragement 
opposed by Laws against Usury^ to the Progress 
of Inventive Industry. After having read that 
letter, Adam Smith, as we are informed by the 
editor of Bentham's Rationale of Reward^ ''declared 
to a gentleman, the common friend of the two 
authors, that he had been deceived ; and with the 
tidings of his death, Mr. Bentham received a copy 
of his works, which had been sent to him as a 
token of esteem." There can be no doubt, then, 
that if Adam Smith had lived to revise another 
edition of his book, this chapter would have been 
greatly altered. 

Bentham's masterly Defence of Usury is, as* he 
says himself, a defence of ^^ the liberty of making 
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one's own terms in money bargains" ; of that liber- 
ty, with respect to money bargains, which, with 
respect to all other sorts of bargains, Adam Smith 
never fails to defend. With a single exception, it 
exposes to contempt every pretence of benefit to be 
derived from laws against usury, and every evil 
which results from such laws. The pretence of 
benefit from usury laws, which it does not annihilate, 
is that of discouragement of projectors; the evil 
from usury laws, which it does not lay bare, is that 
of discouragement to the progress of inventive in- 
dustry. These parts of his subject Mr. Bentham 
treats of in his letter to Adam Smith, who, in the pre- 
sent chapter, has defended usury laws on the ground 
that they discourage projectors, and, of course, in- 
dustrious projects. That letter, then, may be said 
to belong to the present chapter. I therefore re- 
print it entire, conceiving that it could not be placed 
in a fitter situation, than that which I have assigned 
to it, by the side of the erroneous opinions which it 
corrects. 

*SlR, 

' I forget what son of controversy it was, among the 

* Greeks, who having put himself to school to a pro- 
' fessor of eminence, to learn what, in those days, 

* went by the name of wisdom, chose an attack upon 
' his master for the first public specimen of his pro- 

* ficiency. This specimen, whatever entertainment it 
' might have afibrded to the audience, afibrded, it 

* may be supposed, no great satisfaction to the mas- 
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ten fat the thesis was, that the pupil owed him 
nothing for his pains. For my part, being about 
to shew myself, in one respect, as ungrateful as the 
Greek} it may be a matter of prudence for me to 
look out for something like candour, by way of 
covering to my ingratitude : instead therefore of 
pretending to owe you nothing, I shall begin with 
acknowledging, that, as far as your track coincides 
with mine, I should come much nearer the truth, 
were I to say I owed you everything. Should it 
be my fortune to gain any advantage over you, it 
must be with weapons which you have taught me 
to wield, and with which you yourself have fur- 
nished me : for, as all the great standards of truth, 
which can be appealed to in this line, owe, as far'as 
I can understand, their establishment to you, I can 
see scarce any other way of convicting you of any 
error or oversight, than by judging you out of your 
own mouth. 

* In the series of letters to which this will form a 
sequel, I had travelled nearly thus far in my re- 
searches into the policy of the laws fixing the rate 
of interest, combating such arguments as fancy 
rather than observation had suggested to my view, 
when, on a sudden, recollection presented me with 
your formidable image, bestriding the ground over 
which I was travelling pretty much at my ease, and 
opposing the shield of your authority to any argu- 
ments I could produce. 

* It was a reflection mentioned by Cicero as affbrd- 
^ ing him some comfort, that the employment his 
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talents till that time had met with, had been chiefly 
on the defending side. How little soever blest, on 
any occasion, with any portion of his eloquence, I 
may> on the present occasion, however, indulge 
myself with a portion of what constituted his com- 
fort : for, if I presume to contend with you, it is 
only in defence of what I look upon as, not only an 
innocent, but a most meritorious race of men, who 
are so unfortunate as to have fallen under the rod 
of your displeasure. I mean projectors ; under 
which invidious name I understand you to compre- 
hend, in particular, all such persons as, in the pur- 
suit of wealth, strike out into any new channel, and 
more especially into any channel of invention. 

* It is with the professed view of checking, or 
rather of crushing, these adventurous spirits, whom 
you rank with " prodigals," that you approve of the 
laws which limit the rate of interest, grounding 
yourself on the tendency they appear to you to have, 
to keep the capital of the country out of two such 
different sets of hands. 

' The passage I am speaking of is in the fourth 
chapter of your second book. " The legal rate" 
(you say) ^^ it is to be observed, though it ought to 
*^ be somewhat above, ought not to be much above 
*' the lowest market rate. If the legal rate of in- 
^^ terest in Great Britain, for example, was fixed so 
*^ high as eight or ten per cent., the greater part of 
*^ the money which was to be lent, would be lent to 
'^ prodigals and projectors, who alone would be 
^' willing to give this high interest. Sober people^ 
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' '* who will give for the use of money no more than 
a part of what they are likely to make by the use 
of it, would not venture into the competition. A 
great part of the capital of the country would 
thus be kept out of the hands which were most 
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' ^' likely to make a profitable and advantageous use 
* *' of it, and thrown into those which were most 



* *' likely to waste and destroy it. Where the legal 

* " interest, on the contrary, is fixed but a very little 
* " above the lowest market rate, sober people are 
' '^ universally preferred as borrowers, to prodigals 
^ ** and projectors. The person who lends money, 
< << gets nearly as much interest from the former, as 
' " he dares to take from the latter, and his money is 
' '* much safer in the hands of the one set of people, 
' ^* than in those of the other. A great part of the 

* ^* capital of the country is thus thrown into the 

* " hands in which it is most likely to be employed 

* " with advantage." 

* It happens fortunately for the side you appear 

* to have taken, and as unfortunately for mine, that 

* the appellative, which the custom of the language 

* has authorised you, and which the poverty and 

* perversity of the language has in a manner forced 
' you, to make use of, is one, which, along with the 

* idea of the sort of persons in question, conveys the 
' idea of reprobation, as indiscriminately and de* 
' servedly applied to them. With what justice or 

* consistency, or by the influence of what causes, this 
' stamp of indiscriminate reprobation has been thus < 

* affixed, it is not immediately necessary to inquire^ 
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* But, that it does stand thus affixed, you and every 

* body else, I imagine, will be ready enough to allow. 

* This being the case, the question stands already de- 

* cided, in the first instance at least, if not irre- 

* Yocably, in the judgpnents of all those^ who, unable 

* or unwilling to be at the pains of analyzing their 
^ ideas, suffer their minds to be led captive by the 

* tyranny of sounds : that is, I doubt, of by far the 

* greater proportion of those whom we are likely to 
^ have to judge us. In the conceptions of all such 

* persons, to ask whether it be fit to restrain projects 
^ and projectors, will be as much as to ask, whethei" 

* it be fit to restrain rashness, and folly, and ab- 

* surdity, and knavery, and waste. 

^ Of prodigals I shall say no more at present. I 
^ have already stated my reasons for thinking, that 

* it is not among them that we are to look for the 

* natural customers for money at high rates of in- 

* terest. As far as those reasons are conclusive, it 
^ will follow, that, of the two sorts of men you men- 

* tion as proper objects of tlie burthen of these re- 

* straints, prodigals and projectors, that burthen falls 

* exclusively on the latter. As to these, what your 
^ definition is of projectors, and what descriptions of 

* persons you meant to include under the censure 

* conveyed by that name, might be material for the 

* purpose of judging of the propriety of that censure, 
^ but makes no difference in judging of the propriety 

* of the law, which that censure is employed to 

* justify. Whether you yourself, were the several 

* classes of persons made to pass before you in re- 
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view, would be disposed to pick out this or that 
class, or this and that individual, in order to exempt 
them from such censure, is what for that purpose 
we have no need to inquire. The law, it is certain, 
makes no such distinctions: it falls with equal 
weight, and with all its weight, upon all those 
persons, without distinction, to whom the term pro- 
jectors^ in the most unpartial and extensive signifi- 
cation of which it is capable, can be applied. It 
falls, at any rate (to repeat some of the words of 
my former definition), upon all such persons, as, 
in the pursuit of wealth, or even of any other ob- 
ject, endeavour, by the assistance of wealth,, to 
strike into any channel of invention. It falls upon 
all such persons, as, in the cultivation of any of 
those arts which have been by way of eminence 
termed useful^ direct their endeavours to any of 
those departments in which their utility shines most 
conspicuous and indubitable ; upon all such per* 
sons as, in the line of any of their pursuits, aim at 
any thing that can be called improvement; whether 
it consist in the production of any new article 
adapted to man's use, or in the meliorating the 
quality, or diminishing the expense, of any of those 
which are already known to us. It falls, in short, 
upon every application of the human powers, in 
which ingenuity stands in need of wealth for its 
assistant. 

' High and extraordinary rates of interest, how 
little soever adapted to the situation of the prodigal, 
are certainly, as you very justly observe, particu- 
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larly adapted to the situation of the projector : not 
however to that of the imprudent projector only, 
nor even to his case more than another's^ but to that 
of the prudent and well-grounded projector, if the 
existence of such a being were to be supposed. 
Whatever be the prudence or other qualities of the 
project, in whatever circumstance the novelty of it 
may lie, it has this circumstance against it, viz. 
that it is new. But the rates of interest, the 
highest rates allowed, are, as you expressly say 
they are, and as you would have them to be, ad- 
justed to the situation which the sort of trader is 
in,. whose trade runs in the old channels, and to the 
best security which such channels can affordi But 
in the nature of things, no new trade, no trade 
carried on in any new channel, can afford a security 
equal to that which may be afforded by a trade 
carried on in any of the old ones : in whatever light 
the matter might appear to perfect intelligence, in 
the eye of every prudent person, exerting the best 
powers of judging which the fallible condition of 
the human faculties affords, the novelty of any 
commercial adventure will oppose a chance of ill 
success, superadded to every one which could attend 
the same, or any other adventure, already tried, and 
proved to be profitable by experience. 
^ The limitation of the profit that is to be made, 
by lending money to persons embarked in trade, 
will render the monied man more anxious, you may 
say, about the goodness of his security, and accord- 
ingly more anxious to satisfy himself respecting the 
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prudence of a prcject in the carrying on of which 
the money id to be employed, than he would be 
otherwise : and in this way it may be thought thai 
these laws have a tendency to pick out the good pro- 
jects from the bad, and favour the former at th^ 
expense of the latter. The first of these positions 
I admit : but I can never admit the consequence to 
follow. A prudent man, (I mean nothing more 
than a man of ordinary prudence) a prudent man 
acting under the sole governance of prudential 
motives, I still say, will not, in these circumstances, 
pick out the good projects from the bad, for he will 
not meddle with projects at all. He will pick out 
old-established trades from all sorts of projects, 
good and bad ; for with a new project, be it ever so 
promising, he never will have any thing to do. By 
every man that has money, five per cent, or what- 
ever be the highest legal rate, is at all times, and 
always will be, to be had upon the very best se- 
curity, that the best and most prosperous old-esta- 
blished trade can afford. Traders in general, I 
believe, it is commonly understood, are well enough 
inclined to enlarge their capital, as far as all thie 
money they can borrow at the highest legal rate, 
while that rate is so low as five per cent., will en- 
large it. How it is possible, therefore, for a pro- 
ject, be it ever so promising, to afford, to a lender 
at any such rate of interest, terms equally advan- 
tageous, upon the whole, with those he might be 
sure of obtaining from an old-established business, 
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is more than I can conceive. Loans of money may 
certainly chance, now and then, to find their waj 
into the pockets of projectors as well as of other 
men : but when this happens, it must be through 
incautiousness, or friendship, or the expectation of 
some collateral benefit, and not through any idea 
of the advantageousness of the transaction, in the 
light of a pecuniary bargain. 
* I should not expect to see it alleged, that there 
is any thing, that should render the number of 
well-grounded projects, in comparison of the ill- 
grounded, less in time future, than it has been in 
time past. I am sure at least that I know of no 
reasons why it should be so, though I know of some 
reasons, which I shall beg leave to submit to you 
by and by, which appear to me pretty good ones, 
why the advantage should be on the side of futurity. 
But, unless the stock of well-grounded projects is 
already spent, and the whole stock of ill-grounded 
projects that ever were possible, are to be looked for 
exclusively in the time to come, the censure you 
have passed on projectors, measuring still the ex- 
tent of it by that of the operation of the laws in the 
defence of which it is employed, look^ as far back- 
ward as forward : it condemns as rash and ill- 
grounded, all those projects, by which our species 
have been successively advanced from that state in 
which acorns were their food, and raw hides their 
clothing, to the state in which it stands at present : 
for think, Sir, let me beg of you, whether whatever 
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is now the routine of trade was not, at its com- 
mencement, project? whether whatever is now 
establishment^ was not, at one time, innovation ? 
' How it is that the tribe of well-grounded pro- 
jects, and of prudent projectors (if by this time I 
may have your leave for applying this epithet to 
some at least among, the projectors of time past), 
have managed to struggle through the obstacles 
which the laws in question have been holding in 
their way, it is neither easy to know, nor neces- 
sary to inquire. Manifest enough, I think, it must 
be by this time, that difficulties, and those not 
inconsiderable ones, those laws must have been 
holding up, in the way of projects of all sorts of 
improvement (if I may say so) in every line, so 
long as they have had existence : reasonable there- 
fore it must be to conclude, that, had it not been 
for these discouragements, projects of all sorts, 
well-grounded and successful ones, as well as 
others, would have been more numerous than they 
have been; and that accordingly, on the other 
hand, as soon, if ever, as these discouragements 
shall be removed, projects of all sorts, and among 
the rest, well-grounded and successful ones, will 
be more numerous than they would otherwise 
have been : in short, that, as, without these dis- 
couragements, the progress of mankind in the 
career of prosperity would have been greater than 
it has been under them in time past ; so, were 
they to be removed, it would be at least propor- 
tionably greater in time future. 

2o 
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* That I had done you no injustice, in assigning 
to your idea of projectors so g^eat a latitude, and 
that the unfavourable opinion you have professed 
to entertain of them is not confined to the above 
passage, might be made, I think, pretty apparent, 
if it be material, by another passage in the tenth 
chapter of your first book. ^ *' The establishment 

of any new manufacture, of any new branch of 
commerce, or of any new practice in agricul- 
" ture", all these you comprehend by name under 
the list of '* projects** : of every one of them you 
observe, that " it is a speculation from which the 
" projector promises himself extraordinary profits. 
" These profits (you add) are sometimes r^y greedy 
" and sometimes, more jrequenUy perhaps^ they 
are quite otherwise ; but in general they bear no 
regular proportion to those of other old trades in 
** the neighbourhood. If the project succeeds, 
" they are commonly at first very high. When 
" the trade or practice becomes thoroughly esta- 
" blished and well known, the competition reduces 
*' them to the level of other trades." But on this 
head I forbear to insist : nor should I have taken 
this liberty of giving you back your own words, 
but in the hope of seeing some alteration made in 
them in your next edition, should I be fortunate 
enough to find my sentiments confirmed by yours. 
In other respects, what is essential to the public, 
is, what the error is in the sentiments entertained, 
not who it is that entertains them. 

* I know not whether the observations which I 
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have been troubling you with will be thought to 
need, or whether they will be thought to receive, 
any additional support from those comfortable 
positions, of which you have made such good and 
such frequent use, concerning the constant ten- 
dency of mankind to get forward in the career of 
prosperity, the prevalence of prudence over impru- 
dence, in the sum of private conduct at least, and 
the superior fitness of individuals for managing 
their own pecuniary concerns, of which they know 
the particulars and the circumstances, in com- 
parison of the legislator, who can have no such 
knowledge. I will make the experiment : for, so 
long as I have the mortification to see you on the 
opposite side, I can never think the ground I have 
taken strong enough, while anything remains that 
appears capable of rendering it still stronger. 

^ ^' With regard to misconduct, the number of 
'^ prudent and successful undertakingrs" (you 
observe*) ^^ is everywhere much greater than that 
" of injudicious and unsuccessful ones. After all 
our complaints of the frequency of bankruptcies, 
the unhappy men who fall into this misfortune 
** make but a very small part of the whole number 
'^ engaged in trade, and all other sorts of business ; 
" not much more perhaps than one in a thousand." 

* "lis in support of this position that you appeal 
to history for the constant and uninterrupted 
progress of mankind, in our island at least, in the 
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career <^ prosperity : calling upon any one who 
should entertain a doubt of the fact, to divide the 
history into any number of periods, from the time of 
Caesar's visit down to the present : proposing^ for 
instance the respective eras of the Restoratioo, 
the Accession of Elizabeth, that of Henry VII., the 
Norman Conquest, and the Heptarchy; and putting 
it to the sceptic to find out, if he can, among all 
these periods, any one at which the condition of 
the country was not i&ore prosperous than at the 
period immediately preceding it: spite of so many 
wars, and fires, and plagues, and all other public 
calamities, with which it has been at different 
times afflicted, whether by the hand of God, or by 
the misconduct of the sovereign. No very easy 
task, I believe : the fact is too manifest for the 
most jaundiced eye to escape seeing it: — But 
what and whom are we to thank for it, but projects, 
and projectors ? 

* " No," I think I hear you saying, " I will not 
*' thank projectors for it, I wifi rather thank the 
laws, which, by fixing the rates of interest, have 
been exercising their vigilance in repressing the 
temerity of projectors, and preventing their im- 
prudence from making those defalcations from 
** the sum of national prosperity, which it would * 
'^ not have failed to make, had it been left free. 
If, during all these periods, that adventurous 
race of men had been left at liberty by the laws 
to give full scope to their rash enterprises, the 
*^ increase of national prosperity during these 
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" periods might have afforded some ground for 
" regarding them in a more favourable point of 
" view. But the fact is, that their activity has 
" had these laws to check it ; without which checks 
" you must give me leave to suppose, that the 
" current of prosperity, if not totally stopt, or 
^' turned the other way, would at any rate have 
'^ been more or less retarded. Here then" (you 
conclude) ** lies the difference between us. What 
^* you look upon as the cause of the increase about 
^^ which we are both agreed, I look upon as an 
^' obstacle io it : and what you look upon as the 
^ obstacle, I look upon as the cause." 
^ Instead of starting this as a sort of plea that 
might be urged by you, I ought, perhaps, rather 
to have mentioned it as what might be urged by 
some people in your place : for as I do not imagine 
your penetration would suffer you to rest satisfied 
with it, still less can I suppose that, if you were 
not, your candour would allow you to make use of 
it as if you were. 

* To prevent your resting satisfied with it, the 
following considerations would, I think, be suffi- 
cient. 

• In the first place, of the seven periods which 
you have pitched upon, as so many stages for the 
eye to rest at in viewing the progress of prosperity, 
it is only during the three last, that the country 
has had the benefit, if such we are to call it, of 
these laws : for it is to the reign of Henry VIII. 
that we owe the first of them. 

2od 
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^ Here a multitude of questions might be started : 
Whether the curbing of projectors formed any part 
of the design of that first statute, or whether the 
views of it were not only confined to the reducing 
the gains of that obnoxious and envied class of 
men, the money-lenders ? Whether projectors have 
been most abundant before that statute, or since 
that statute? And whether the nation has suffered, 
as you might say — benefited, as I should say, most 
by them, upon the whole, during the former period 
or the latter? All these discussions, and many 
more that might be started, I decline engaging in, 
as more likely to retard, than to forward, our 
coming to any agreement concerning the main 
question. 

* In the next place, I must here take the liberty 
of referring you to the proof, which I think I have 
already given, of the proposition, that ihe restraints 
in question could never have had the effect, in any 
degree, of lessening the proportion of bad projects 
to good ones, but only of diminishing, as far as 
their influence may have extended, the total num- 
ber of projects, good and bad together. Whatever 
therefore was the general tendency of the project- 
ing spirit previously to the first of these laws, such 
it must have remained ever since, for any effect 
which they could have had in purifying and cor- 
recting it, 

^ But what may appear more satisfactory perhaps 
than both the above considerations, and may afford 
us the best help towards extricating ourselves from 
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the perplexity, which the plea I have been combat- 
ing (and which I thought it necessary to bring to 
view, as the best that could be urged) seems much 
better calculated to plunge us into, than bring us 
out of, is, the consideration of the small effect 
which the greatest waste that can be conceived to 
have been made within any compass of time, by 
injudicious projects, can have had on the sum of 
prosperity, even in the estimation of those whose 
opinion is most unfavourable to projectors, in com- 
parison of the effect which within the same compass 
of time must have been produced by prodigality. 
* Of the two causes, and only two causes, which 
you mention, as contributing to retard the accumu- 
lation of national wealth, as far as the conduct of 
individuals is concerned, projecting, as I observed 
before, is the one, and prodigality is the other : but 
the detriment, which society can receive even from 
the concurrent efficacy of both these causes, you 
represent, on several occasions, as inconsiderable ; 
and, if I do not misapprehend you, too inconsider- 
able either to need, or to warrant, the interposition 
of government to oppose it. Be this as it may 
with regard to projecting and prodigality taken 
together, with regard to prodigality at least, I am 
certain I do not misapprehend you. On this sub- 
ject you ride triumphant, and chastise the ''imperti- 
*' nence and presumption of kings and ministers,'* 
with a tone of authority, which it required a 
courage like yours to venture upon, and a genius 
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like yours to warrant a man to assume*. After 
drawing the parallel between private thrift and 
public profusion, " It is" (you conclude) " the 
*' highest impertinence and presumption therefore 
'* in Ungs and i^inisters to pretend to watch over 
'* the economy of private people, and to restrain 
*' their expense, either by sumptuary laws, or by 
** prohibiting the importation of foreign luxuries. 
^' They are themselves always, and without excep- 
*^ tion, the greatest spendthrifts in the society. Let 
** them look well after their own expense, and they 
'* may safely trust private people with theirs* If 
** their own extravagance does not ruin the state, 
** that of their sul^ects never will" 
* That the employing the expedients you mention 
for restraining prodigality, is indeed generally, per« 
haps even without exception, improper, and in 
many eases even ridiculous, I agree with you: 
nor will I here step aside from my subject to defend 
from that imputation another mode suggested in 
n former part of these papers. But however pre- 
^ suinptuou^ and impertinent it may be for the sove* 
^ reign to attempt in any way to check by legal ie«> 

* straints the prodigality of individuals, to attempt 
^ to check their bad management by such restraints^ 

* seems abundantly more so. To err in the way of 

* prodigality is the lot, though, as you well observe, 
^ not of many men^ in comparison of the whole mass 
^ of mankind, yet at least of any man : the stuff fit 

* B. II., ch. ill. 
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to make a prodigal of is to be found in every ale- 
house, and under every hedge. But even to err in 
the way of projecting is the lot only of the privi- 
leged few. Prodigality, though not so common as 
to make any very material drain from the general 
mass of wealth, is however too common to be re- 
garded as a mark of distinction or as a singularity. 
But the stepping aside from any of the beaten paths 
of traffic, is regarded as a singularity, as serving 
to distinguish a man from other men. Even wherfe 
it requires no genius, no peculiarity of talent, as 
where it consists in nothing more than the finding 
out a new market to buy or sell in, it requires how- 
ever at least a degree of courage, which is not to be 
found in the common herd of men. What shall we 
say of it, where, in addition to the vulgar quality of 
courage, it requires the rare endowment of genius, 
as in the instance of all those successive enterprises 
by which arts and manufactures have been brought 
from their original nothing to their present splen- 
dour ? Think how small a part of the community 
these must make, in comparison of the race of pn>- 
digals ; of that very rare race, which, were it only 
on account of the smallness of its number, would 
appear too inconsiderable to you to deserve atten- 
tion. Yet prodigality is essentially and necessarily 
hurtful, as far as it goes, to the opulence of the 
state : projecting, only by accident. Every prodi- 
gal, without exception, impairs, by the very suppo- 
sition impairs, if he does not annihilate, his fortune. 
But it certainly is not every projector that impairs 
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his : it is not evefy projector that would have done 
so, had there been none of those wise laws to hinder 
him : for the fabric of national opulence, that fabric 
of which you proclaim, with so generous an exul- 
tation, the continual increase, that fabric, in every 
apartment of which, innumerable as they are, it re- 
quired the reprobated hand of a projector to lay the 
first stone, has required some hands at least to be 
employed, and successfully employed. When in 
comparison of the number of prodigals, which is too 
inconsiderable to deserve notice, the number of 
projectors of all kinds is so much more inconsider- 
able — and when from this inconsiderable number 
must be deducted the not inconsiderable propor- 
tion of successful projectors — and from tiiis re- 
mainder again, all those who can carry on their 
projects without need of borrowing^think whether 
it be possible, that this last remainder could afford 
a multitude, the reducing of which would be an 
object, deserving the interposition of government 
by its magnitude, even taking for granted that it 
were an object proper in its nature P 
* If it be still a question, whether it be worth 
while for government, by its reasoriy to attempt to 
control the conduct of men visibly and undeniably 
under the dominion of passion^ and acting under 
that dominion, contrary to the dictates of their own 
reason ; in short, to effect what is acknowledged to 
be their better judgment, against what everybody, 
even themselves, would acknowledge to be their 
worse : is it endurable that the legislator should by 
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violence substitute his owu pretended reason, the 
result of a momentary and scornful glance, the off*- 
spring of wantonness and arrogance, much rather 
than of social anxiety and study, in the place of 
the humble reason of individuals, binding itself 
down with all its force to that very object which he 
pretends to have in view ? — ^Nor let it be forgotten, 
that, on the side of the individual in this strange 
competition, there is the most perfect and minute 
knowledge and information, which interest, the 
whole interest of a man's reputation and fortune, 
can ensure : on the side of the legislator, the most 
perfect ignorance. All that he knows, all that he 
can know, is, that the enterprise is a pro/ec^, which, 
merely because it is susceptible oi that obnoxious 
name, he looks upon as a sort of cock, for him, in 
childish wantonness, to shy at. — Shall the blind 
lead the blind ? is a question that has been put of 
old to indicate the height of folly : but what then 
shall we say of him who, being necessarily blind, 
insists on leading, in paths he never trod in, those 
who can see ? 

' It must be by some distinction too fine for my 
conception, if you clear yourself from the having 
taken, on another occasion, but on the very point 
in question, the side, on which it would be my am- 
bition to see you fix. 

* " What is the species of domestic industry which 
" his capital can employ, and of which the produce 
" is likely to be of the greatest value, every indi- 
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" vidual" (you say*), '^ it is eTident, can, in bis 
local situation, judge much better tlian any states- 
man or lawgiver can do for him. The statesman, 
who should attempt to direct private peqple in 
'^ what manner they ought to employ their capitals, 
^' would not only load himself with a most. unne- 
cessary attention, but assume an authority which 
could safely be trusted, not only to no single 
person, but to no council or senate whatsoever, 
and which would nowhere be so dangerous as in 
" the hands of a man who had folly and presump- 
" tion enough to fancy himself fit to exercise it. 
< " To give the monopoly of the home market to 
" the produce of domestic industry, in any parti- 
*' cular art or manufacture, is in some measure to 
'' direct private people in what manner they ought 
*^ to employ their capitals, and must in almost all 
" cases be either a useless or a hurtful regulation.'* 
— Thus far you : and I add, to limit the legal inte- 
rest to a rate at which the carriers on of the oldest 
and best-established and least hazardous trades are 
always glad to borrow, is to give the monopoly of 
the money-market to those traders, as against the 
projectors of new-imagined trades, not one oi which 
but, were it only from the circumstance of its 
novelty, must, as I have already observed, appear 
more hazardous than the old. 
* These, in comparison, are but inconclusive topics. 
* I touched upon them merely as affording, what ap- 

* B. IV., ch. ii. 
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peared to me the only shadow of a plea, that could 
be brought, in defence of the policy I am contending 
against. I come back therefore to my first ground, 
and beg you once more to consider, whether, of all 
that host of manufactures, which we both exult in as 
the causes and ingredients of national prosperity, 
there be a single one, that could have existed at first 
but in the shape of a project. But, if a regulation, 
the tendency and effect of which is merely to check 
projects, in as far as they are projects, without any sort 
of tendency, as I have shown, to weed out the bad 
ones, is defensible in its present state of imperfect 
efficacy, it should not only have been defensible, but 
much more worthy of our approbation, could the 
efficacy of it have been so far strengthened and 
completed as to have opposed, from the beginning, 
an unsurmountable bar to all sorts of projects what- 
soever : that is to say, if, stretching forth its hand 
over the first rudiments of society, it had confined 
us, from the beginning, to mud for our habitations, 
to skins for our clothing, and to acorns for our food. 
' I hope you may by this time be disposed to 

* allow me, that we have not been ill served by the 

* projects of time past. I have already intimated, 

* that I could not see any reason why we should ap- 

* prebend our being worse served by the projects of 

* time future. I will now venture to add, that I 
^ think I do see reason, why we should expect to be 
' still better and better served by these projects, than 

* by those. I mean better upon the whole, in virtue 

* of the reduction which experience^ if experience be 
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worth any thing, should make in the proportion of 
the number of the ill-grounded and unsuccessful, 
to that of the well-grounded and successful ones. . 

' The career of art, the great road which receiye^ 
the footsteps of projectors, may be considered as a 
vast, and perhaps unbounded, plain, bestrewed 
with gulfs, such as Curtius was swallowed up in^ 
Each requires an human victim to fall into it ere 
it can close ; but when it once closes, it closes to 
open no more, and so much of the path is safe to 
those who follow. If the want of perfect informar 
tion of former miscarriages renders the reality of 
human life less happy than this picture, still the si- 
militude must be acknowledged : and we see at 
once the only plain and effectual method for 
bringing that similitude still nearer and nearer to 
perfection ; I mean, the framing the history of the 
projects of time past, and (what may be executed 
in much greater perfection, were but a finger held 
up by the hand of government) the making provi- 
sion for recording, and collecting, and publishing 
as they are brought forth, the race of those with 
which the womb of futurity is still pregnant. But 
to pursue this idea, the execution of which is not 
within my competence, would lead me too far from 
the purpose. 

^ Comfortable it is to reflect, that this state of con-* 
Unually-improving security, is the natural state not 
only of the road to opulence, but of every other 
track of human life. In the war which industry 
and ingenuity maintained with fortune, past ages 
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of ignorance and barbarism form the forlorn hope^ 
which has been detached in advance, and made a 
sacrifice of for the sake of future. The golden age, 
it is but too true, is not the lot of the generation in 
which we live : but, if it is to be found in any part 
of the track marked out for human existence, it will 
be found, I trust, not in any part which is past, 
but in some part which is to come. 

* But to return to the laws against usury, and 
their restraining influence on projectors. I have 
made it, I hope, pretty apparent, that these re- 
straints have no power or tendency to pick out bad 
projects from the good. Is it worth while to add, 
which I think I may do with some truth, that the 
tendency of them is rather to pick the good out from 
the bad ? Thus much at least may be said, and it 
comes to the same thing, that there is one case in 
which, be the project what it may, they may have 
the eflfect of checking it, and another in which they 
can have no such effect ; and that the first has for 
its accompaniment, and that a necessary one, a 
circumstance which has a strong tendency to sepa- 
rate and discard every project of the injudicious 
stamp, but which is wanting in the other case. I 
mean, in a word, the benefit of discussion. 

* It is evident enough, that upon all such projects, 
whatever be their nature, as find funds sufficient to 
carry them on, in the hands of him whose inven- 
tion gave them birth, these laws are perfectly, and 
if by this time you will allow me to say so, very 
happily, without power. But for these there has 

2p2 



436 NOTB ON 

not necessarily been any other judge, prior to expe- 
rience, than the inventor's own partial affection. 
It is not only not necessary that they should have 
had, but it is natural enough that they should not 
have had, any such judge : since in most cases the 
advantage to be expected from the project depends 
upon the exclusive property in it, and consequently 
upon the concealment of the principle. Think, oa 
the other hand, how different is the lot of that en- 
terprise which depends upon the good opinion of 
another man; that other, a man possessed of the 
wealth which the projector wants, and before whom 
necessity forces him to appear in the character of a 
suppliant at least : happy if, in the imagination of 
his judge, he adds not to that degrading character, 
that of a visionai*y enthusiast or an impostor ! At any 
rate, there are, in this case, two wits, set to sift 
into the merits of the project, for one, which was 
employed upon that same task in the other case : 
and of these two there is one, whose prejudices are 
certainly not most likely to be on the favourable 
side. True it is, that in the jumble of occurrences^ 
an over-sanguine projector may stumble upon a 
patron as over-sanguine as himself; and the wishes 
may bribe the judgment of the one, as they did of 
the other. The opposite case, however, you will 
allow, I think, to be by much the more natural. 
Whatever a man's wishes may be for the success of 
an enterprise not yet his own, his fears are likely 
to be still stronger. That same pretty generally 
implanted principle of vanity and self-conceit, 
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which disposes most of us to over-value each of us 
his own conceptions, disposes us, in a proportion- 
able degree, to undervalue those of other men. 
* Is it worth adding, though it be undeniably 
true, that could it even be proved, by ever so un- 
controvertible evidence, that, from the beginning 
of time to the present day, there never was a pro- 
ject that did not terminate in the ruin of its author ; 
not even from such a fact as this could the legis- 
lator derive any sufficient warrant, so much as for 
wishing to see the spirit of projects in any degree 
repressed ? — ^The discouraging motto. Sic vos non 
vobisy may be matter of serious consideration to 
the individual, but what is it to the legislator? 
What general, let him attack with ever so superior 
an army, but knows that hundreds, or perhaps 
thousands, must perish at the first onset ? Shall 
he, for that consideration alone, lie inactive in his 
lines ? " Every man for himself — ^but God,** adds 
the proverb (and it might have added the general, 
and the legislator, and all other public servants), 
" for us all.*' Those sacrifices of individual to 
general welfare, which, on so many occasions, are 
made by third persons against men's wills, shall 
the parties themselves be restrained from making, 
when they do it of their own choice ? To tie men 
neck and heels, and throw them into the gulfs I 
have been speaking of, is altogether out of the 
question : but if at every gulf a Curtius stands 
mounted and caparisoned, ready to take the leap 
is it for the legislator, in a fit o old-womanish 
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tenderness, to pull him away ? Laying even public 
interest out of the question, and considering nothing 
but the feelings of the individuals immediately 
concerned, a legislator would scarcely do so, who 
knew the value of hope, '' the most precious gift 
" of heaven." 

^ Consider, Sir, that it is not with the invention- 
lottery (that great branch of the project lottery, 
for the sake of which I am defending the whole, 
and must continue so to do until you or somebody 
else can shew me how to defend it on better 
terms), it is not I say with the invention-lottery, 
as with the mine-lottery, the privateering-lottery, 
and so many other lotteries, which you speak of^ 
and in no instance, I think, very much to their 
advantage. In these lines, success does not, as in 
this, arise out of the embers of ill-success, and 
thence propagate itself, by a happy contagion, per- 
haps to all eternity. Let Titius have found a 
mine, it is not the more easy, but by so much the 
less easy, for Sempronius to find one too : let 
Titius have made a capture, it is not the more easy, 
but by so much the less easy, for Sempronius to do 
the like. But let Titius have found out a new- 
dye, more brilliant or more durable than those in 
use, let him have invented a new and more conve- 
nient machine, or a new and more profitable mode 
of husbandry; a thousand dyers, tea thousand 
mechanics, a hundred thousand husbandmen, may 
repeat and multiply his success : and then, what 
is it to the public, though the fortune of Titius, or 
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of his usurer, should have sunk under the experi- 
ment ? 

* Birmingham and Sheffield are pitched upon hy 
you as examples, the one of a projecting town, the 
other of an unprojecting one.* Can you forgive 
my saying, I rather wonder that this comparison 
of your own choosing, did not suggest some sus- 
picions of the justice of the conceptions you had 
taken up, to the disadvantage of projectors. 
Sheffield is an old oak : Birmingham, but a mush- 
room. AVhat if we should find the mushroom still 
vaster and more vigorous than the oak ? Not but 
the one as well as the other, at what time soever 
planted, must equally have been planted by pro- 
jectors : for though Tubal Cain himself were to 
be brought post from Armenia to plant Sheffield, 
Tubal Cain himself was as arrant a projector in 
his da^, as ever Sir Thomas Lombe was, or Bishop 
Blaise : but Birmingham, it seems, claims in 
common parlance the title of a projecting town, to 
the exclusion of the other, because, being but of 
yesterday, the spirit of project smells fresher and 
stronger there than elsewhere. 

* When the odious sound of the word projector 
no longer tingles in your ears, the race of men 
thus stigmatized do not always find you their 
enemy. Projects, even under the name of " danger- 
" ous and expensive experiments," are represented 
as not unfit to be encouraged, even though mono- 
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poly be the means : and the monopoly is defended 
in that instance, by its similarity to other instances 
in which the like means are employed to the like 
purpose. 

' " When a company of merchants undertake at 
^^ their own risk and expense to establish a new 
** trade with some remote and barbarous nation, it 
" may not be unreasonable" (you observe) •*to 
^* incorporate them into a joint-stock company, 
** and to ^rant them, in case of their success, a 
" monopoly of the trade for a certain number of 
** years. It is the easiest and most natural way, 
*^ in which the state can recompense them, for 
^* hazarding a dangerous and expensive experi- 
*' ment, of which the public is afterwards to reap 
^* the benefit. A temporary monopoly of this' kind 
** may be vindicated, upon the same principles, 
** upon which a like monopoly of a new machine 
^ is granted to its inventor, and that of t new book 
« to its author.** 

^ Private respect must not stop me from embracing 
this occasion of giving a warning, which is so 
much needed by mankind. If so original and 
independent a spirit has not been always able to 
save itself from being drawn aside by the fascina- 
tion of sounds, into the paths of vulgar prejudice, 
how strict a watch ought not men of common 
mould to set over their judgments, to save them- 
selves from being led astray by similar delusions ? 

' I have sometimes been tempted to think, that 
* were it in the power of laws to put words under 



CHAPTER IV., BOOK II. 



441 



proscription, as it is to put meriy the cause of 
inventive industry might perhaps derive scarcely 
less assistance from a bill of attainder against the 
words project and projectorSy than it has derived 
from the act authorizing the grant of patents. I 
should add, however, for a time : for even then the 
envy, and vanity, and wounded pride, of the unin- 
genious herd, would sooner or later infuse their 
venom into some other word, and set it up as a new 
tyrant, to hover, like its predecessor, over the birth 
of infant genius, and crush it in its cradle. 

* Will not you accuse me of pushing malice be- 
yond all bounds, if I bring down against you so 
numerous and respectable a body of men, as the 
members of the Society for the Encouragement of 
Arts ? I do not, must not, care : for you command 
too much respect to have any claim to mercy. At 
least you will not accuse me of spiriting up against 
you barbarian enemies, and devoting you to the 
vengeance of Cherokees and Chicasaws. 

* Of that popular institution, the very professed 
and capital object is the encouragement of projects, 
and the propagating of that obnoxious breed, the 
crushing of which you commend as a fit exercise 
for the arm of power. But if it be right to crush 
the acting malefactors, it would be downright in- 
consistency not to crush, at the same time, or 
rather not to begin with crushing, these their 
hirers and abettors. Thank then their inadvert- 
ence, or their generosity, or their prudence, if their 
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beadle has not yet received orders to burn in cere- 
mony, as a libel on the society, a book that does 
honour to the age. 

* After having had the boldness to accuse so great 
a master of having fallen unawares into an error, 
may I take the still further liberty, of setting con- 
jecture to work to account for it? Scarce any 
man, perhaps no man, can push the work of crea- 
tion, in any line, to such a pitch of completeness, 
as to have gone through the task of examining 
with his own eyes into the grounds of every posi- 
tion, without exception, which he has had occasion 
to employ. You heard the public voice, strength- 
ened by that of law, proclaiming all round you, 
that usury was a sad thing, and usurers a wicked 
and pernicious set of men : you heard from one at 
least of those quarters, that projectors were either 
a foolish and contemptible race, or a knavish and 
destructive one : hurried away by the throng, and 
taking, very naturally, for granted, that what every 
body said must have some ground for it, you have 
joined the cry, and added your suffrage to the 
rest. Possibly too, among the crowd of projectors 
which the lottery of occurrences happened to pre- 
sent to your observation, the prejudicial sort may 
have borne such a proportion to the beneficial, or 
shown themselves in so much stronger colours, as 
to have given the popular notion a firmer hold in 
your judgment, than it would have had, had the 
contrary proportion happened to present itself to 
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^ your notice. To allow no more weight to examples 

* that fall close under our eyes, than to those which 

* have fallen at ever so great a distance — to suffer 
^ the judgment on no occasion to indulge itself in 

* the licence of a too hasty and extensive generally 
^ zation — not to give any proposition footing there^ 
' till after all such defalcations have heen made, as 
^ are necessary to reduce it within the limits of rigid 

* truth — these are laws, the complete ohservance 

* whereof forms the ultimate, and hitherto, perhaps 
' for ever, ideal term of human wisdom. 

' You have defended against unmerited obloquy 
' two classes of men, the one innocent at leasti the 
' other highly useful ; the spreaders of English arts 
^ in foreign climes,* and those whose industry exerts 
^ itself in distributing that necessary commodity 
^ which is called by way of eminence the staff of life. 

* May I flatter myself with having succeeded at last 
^ in my endeavours, to recommend to the same 
' powerful protection, two other highly useful and 

* equally persecuted sets of men, usurers and pro- 
' jectors. — ^Yes — I will, for the moment at least, 
^ indulge so flattering an idea : and, in pursuance 

* of itj leaving usurers, for whom I have said enough 
' already, I will consider myself as joined now with 

* you in the same commission, and thinking with 

* you of the best means of relieving the projector 
' from the load of discouragement laid on him by 
' these laws, in so far as the pressure of them falls 
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particularly upon him. In my own view of the 
matter, indeed, no temperament, no middle course, 
is either necessary or proper : the only perfectly 
effectual, is the only perfectly proper remedy, — ^a 
spunge. But, as nothing is more common with 
mankind, than to give opposite receptions, to con- 
clusions flowing with equal necessity from the 
same principle, let us accommodate our views to 
that contingency. 

* According to this idea, the object, as far as 
confined to the present case, should he, to provide, 
in favour of projectors only, a dispensation from 
the rigour of the anti-usurious laws : such, for 
instance, as is enjoyed by persons engaged in the 
carrying trade, in virtue of the indulgence given to 
loans made on the footing of respondentia or bot- 
tomry. As to abuse, I see not why the danger of 
it should be greater in this case than in those. 
Whether a sum of money be embarked, or not 
embarked, in such or such a new manufacture on 
land, should not, in its own nature, be a fact much 
more difficult to ascertain, than whether it be 
embarked, or not embarked, in such or such a 
trading adventure by sea ; and, in the one case as 
in the other, the payment of the interest, as well as 
the repayment of the principal, might be made to 
depend upon the success of the adventure. To 
confine the indulgence to new undertakings^ the 
having obtained a patent for some invention, and 
the continuance of the term of the patent, might 
be made conditions of the allowance given to the 
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bargain : to this might be added affidavits, expres- 
sive of the intended application, and bonds, with 
sureties, conditioned for the performance of the 
intention so declared ; to be registered in one of 
the patent-offices, or elsewhere. After this, affi- 
davits once a year, or oftener, during the subsist- 
ence of the contract, declaring what has been done 
in execution of it. 

* If the leading-string is not yet thought tight 
enough, boards of control might be instituted to 
draw it tighter. Then opens a scene of vexation 
and intrigue : waste of time consumed in courting 
the favour of the members of the board: waste of 
time, in opening their understandings, clenched 
perhaps by ignorance, at any rate by disdain and 
self-sufficiency, and vanfty and pride : the favour 
(for pride will make it a favour) granted to skill 
in the arts of self-recommendation and cabal, 
devoid of inventive merit, and refused to naked 
merit unadorned by practice in those arts : waste 
of time on the part of the persons themselves 
engaged in this impertinent inquiry : waste of 
somebody's money in paying them for this waste 
of time. All these may be necessary evils, where 
the money to be bestowed is public money : how 
idle where it is the party's own ! — I will not plague 
you, nor piyself, with inquiring of whom shall be 
composed this board of nurses to grown gentle- 
men : were it only to cut the matter short, one 
might name at once the committees of the Society 
of Arts, There you hav* body of men ready 
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* trained in the conduct of inquiries, which resemble 
' that in question, in every circumstance, but that 
' which renders it ridiculous : the members or re* 

* presentatives of this democratic body would be as 
^ likely, I take it, to discharge such a trust with 
^ fidelity and skill, as any aristocracy that could be 
^ substituted in their room. 

* Crichoffi in White Russia, 
* Marchy 1787.' 
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CHAPTER V. 

Of the different Employment of Capitals, 

Though all capitals are destined for the maintenance 
of productive labour only, yet the quantity of that 
labour, which equal capitals are capable of putting 
into motion, varies extremely according to the diver- 
sity of their employment ; as does likewise the value 
which that employment adds to the annual produce 
of the land and labour of the country. 

A capital may be employed in the four different 
ways: either, first, in procuring the rude produce 
annually required for the use and consumption of 
the society ; or, secondly, in manufacturing and 
preparing that rude produce for immediate use and 
consumption ; or, thirdly, in transporting either the 
rude or manufactured produce from the places where 
they abound to those where they are wanted ; or, 
lastly, in dividing particular portions of either into 
such small parcels as suit the occasional demands 
of those who want them. In the first way are em- 
ployed the capitals of all those who undertake the 
improvement or cultivation of lands, mines, or fish- 
eries ; in the second, those of all master manufac- 
turers; in the third, those of all wholesale mer- 
chants ; and in the fourth, those of all retailers. It 
is difficult to conceive that a capital should be em- 
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ployed in any way which may not be classed under 
some one or other of those four. 

Each of those four methods of employing a capital 
is essentially necessary either to the existence or ex- 
tension of the other three, or to the general con- 
veniency of the society. 

Unless a capital was employed in furnishing nide 
produce to a certain degree of abundance, neither 
manufactures nor trade of any kind could exist. 

Unless a capital was employed in manufacturing 
that part of the rude produce which requires a good 
deal of preparation before it can be fit for use and 
consumption, it either would never be produced, be- 
cause there could be no demand for it ; or if it was 
produced spontaneously, it would be of no value in 
exchange, and could add nothing to the wealth of 
the society. 

Unless a capital was employed in transporting 
either the rude or manufactured produce, from the 
places where it abounds to those where it is wanted, 
no more of either could be produced than was ne- 
cessary for the consumption of the neighbourhood. 
The capital of the merchant exchanges the surplus 
produce of one place for that of another, and thus 
encourages the industry and increases the enjoy- 
ments of both. 

Unless a capital was employed in breaking and 
dividing certain portions either of the rude or manu- 
factured produce, into such small parcels as suit the 
occasional demands of those who want them, every 
man would be obliged to^ purchase a gpreater quan- 
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tity of the goods he wanted, than his immediate 
occasions required. If there was no such trade as 
a butcher, for example, every man would be obliged 
to purchaise a whole ox or a whole sheep at a time. 
This would generally be inconvenient to the rich, 
and much more so to the poor. If a poor workman 
was obliged to purchase a month's or six months* 
provisions at a time, a great part of the stock which 
he employs as a capital in the instruments of his 
trade, or in the furniture of his shop, and which 
yields him a revenue, he would be forced to place 
in that part of his stock which is reserved for imme- 
diate consumption, and which yields him no revenue. 
Nothing can be more convenient for such a person 
than to be able to purchase his subsistence from day 
to day, or even from hour to hour, as he wants it. 
He is thereby enabled to employ almost his whole 
stock as a capital. He is thus enabled to furnish 
work to a greater value, and the profit, which he 
makes by it in this way, much more than compen- 
sates the additional price which the profit of the 
retailer imposes upon the goods. The prejudices 
of some political writers against shopkeepers and 
tradesmen, are altogether without foundation. So 
far is it from being necessary, either to tax them, 
or to restrict their numbers, that they can never 
be multiplied so as to hurt the public, though they 
may so as to hurt one another. The quantity of 
grocery goods, for example, which can be sold in 
a particular town, is limited by the demand of that 
town and its neighbourhood. The capital, there- 
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fore, which can be employed in the grocery trade 
cannot exceed what is sufficient to purchase that 
quantity. If this capital is divided between two 
different grocers, their competition will tend to make 
both of them sell cheaper, than if it were in the 
hands of one only : and. if it were divided among 
twenty, their competition would be just so much 
the greater, and the chance of their combining to- 
gether, in order to raise the price, just so much the 
less. Their competition might perhaps ruin some 
of themselves ; but to take care of this is the busi- 
ness of the parties concerned, and it may safely be 
trusted to their discretion. It can never hurt either 
the consumer, or the producer ; on the contrary, it 
must tend to make the retailers both sell cheaper 
and buy dearer, than if the whole trade was mono- 
polized by one or two persons. Some of them, per- 
haps, may sometimes decoy a weak customer to buy 
what he has no occasion for. This evil, however, is 
of too little importance to deserve the public atten- 
tion, nor would it necessarily be prevented by re- 
stricting their numbers. It is not the multitude of 
ale-houses, to give the most suspicious example, 
that occasions a general disposition to drunkenness 
among the common people; but that disposition 
arising from other causes necessarily gives employ- 
ment to a multitude of ale-houses. 

The persons whose capitals are employed in any 
of those four ways are themselves productive la- 
bourers. Their labour, when properly directed, fixes 
and realises itself in the subject or vendible commo- 
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dity upon which it is bestowed, and generally adds to 
its price the value at least of their own maintenance 
and consumption. The profits of the farmer, of the 
manufacturer, of the merchant, and retailer, are all 
drawn from the price of the goods which the two 
first produce, and the two last buy and sell. Equal 
capitals, however, employed in each of those four 
different ways, will immediately put into motion 
very different quantities of productive labour, and 
augment too in very different proportions the value 
of the annual produce of the land and labour of the 
society to which they belong. 

The capital of the retailer replaces, together with 
its profits, that of the merchant of whom he pur- 
chases goods, and thereby enables him to continue 
his business. The retailer himself is the only pro- 
ductive labourer whom it immediately employs. In 
his profits consists the whole value which its em- 
ployment adds to the annual produce of the land 
and labour of the society. 

The capital of the wholesale merchant replaces, 
together with their profits, the capitals of the far- 
mers and manufacturers of whom he purchases the 
rude and manufactured produce which he deals in, 
and thereby enables them to continue their respec- 
tive trades. It is by this service chiefly that he con- 
tributes indirectly to support the productive labour 
of the society, and to increase the value of its an- 
nual produce. His capital employs too the sailors 
and carriers who transport his goods from one place 
tp another, and it augments the price of those goods 
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by the vaiae, not only of his profits, but of their 
wages. This is all the productive labour which it 
immediately pota into motion, and all the value 
which it immediately adds to the annual produce. 
Its operation in both these respects m a good deal 
superior to that of the capital of the retailer. 

Part of the capital of the master manufacturer is 
employed as a fixed capital in the instruments of 
his trade, and replaces, together with its profits, 
Uiat of some other artificer of whom he purchases 
them. Part of this circulating capital is employed 
in purchasing materials, and replaces, with their 
profits, the cafntals of the farmers and miners of 
whom he purchases them. But a great part <)f it is 
always, either annually, or in a much shorter period, 
distributed among the different workmen whom be 
employs. It augments the value of those materials 
by their wages, and by their masters' profits upon 
the' whole stock of wages, materials, and instru- 
ments of trade employed in the business. It puts- 
immediately into motion, therefore, a much greater 
quantity of productive labour, and adds a much 
greater value to the annual ][Nroduce of the land and 
labour of the society, than an equal capital in the 
hands of any wholesale merchant. 

No equal capital puts into motion a greater quan- 
tity of productive labour than that of the farmer; 
Not only his labouring servants, but his labouring* 
cattle, are productive labourers. In agriculture 
too nature labours along with man; and though 
her labour costs no expense, its produce has its 
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value, as well as that of the most expensive work- 
men. The most important operations of agriculture 
seem intended not so much to increase, though they 
do that too, as to direct the fertility of nature to- 
wards the production of the plants most profitable to 
man. A field overgrown with briars and brambles 
may frequently produce as great a quantity of vege- 
tables as the best cultivated vineyard or corn field. 
Planting and tillage frequently regulate more than 
they animate the active fertility of nature ; and 
after all their labour, a great part of the work al- 
ways remains to be done by her. The labourers and 
labouring cattle, therefore, employed in agriculture, 
not only occasion, like the workmen in manufac- 
tures, the reproduction of a value equal to their 
own consumption, or to the capital which employs 
them, together with its owners' profits ; but of a 
much greater value. Over and above the capital of 
the farmer and all its profits, they regularly occa- 
sion the reproduction of the rent of the landlord. 
This rent may be considered as. the produce of 
those powers of nature, the use of which the land- 
lord lends to the farmer. It is greater or smaller 
according to the supposed extent of those powers, 
or, in other words, according to the supposed na- 
tural or improved fertility of the land. It is the 
work of nature which remains after deducting or 
compensating every thing which can be regarded as 
the work of man. It is seldom less than a fourth, 
and frequently more than a third of the whole pro- 
duce. No equal quantity of productive labour em- 
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ployed in manufactures can ever occasion so ^reat a 
reproduction. In them nature does nothing ; man 
does all ; and the reproduction must always be in 
proportion to the strength of the agents that occa- 
sion it. The capital employed in agriculture, there- 
fore, not only puts into motion a greater quantity of 
productive labour than any equal capital employed 
in manufactures, but in proportion too to the quan- 
tity of productive labour which it employs, it adds a 
much greater value to the annual produce of the 
land and labour of the country, to the real wealth 
and revenue of its inhabitants. Of all the ways in 
which a capital can be employed, it is by far the 
most advantageous to the society. 

The capitals employed in the agriculture and in 
the retail trade of any society, must always reside 
within that society. Their employment is confined 
almost to a precise spot, to the farm, and to the 
shop of the retailer. They must generally loo, 
though there are some exceptions to this, belong to 
resident members of the society. 

The capital of a wholesale merchant, on the con- 
trary, seems to have no fixed or necessary residence 
an3rwhere, but may wander about from place to 
place, according as it can either buy cheap or sell 
dear. 

The capital of the manufacturer must no doubt 
reside where the manufacture is carried on; but 
where this shall be is not always necessarily deter- 
mined. It may frequently be at a great distance 
both from the place where the materials grow, and 
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from that where the complete npianufaeture is con- 
I3umed. Lyons is very distant both from the places 
which afford the materials of its manufactures, and 
from those which consume them. The people of 
fashion in Sicily are clothed in silks made in other 
countries, from the materials which their own pro- 
duces. Part of the wool of Spain is manufactured 
in Great Britain, and some part of that cloth is 
afterwards sent back to Spain. 

Whether the merchant whose capital exports the 
surplus produce of any society be a native or a 
forei^er, is of very little importance. If he is a 
foreigner, the number of their productive labourers 
is necessarily less than if he had been a native by 
one man only ; and the value of their annual pro- 
duce, by the profits of that one man. The sailors or 
carriers whom he employs may still belong indiffe- 
rently either to his country, or to their country, or 
to some third country, in the same manner as if he 
had been a native. The capital of a foreigner gives 
a value to their surplus produce equally with that 
of a native, by exchanging it for something for 
which there is a demand at home. It as effectually 
replaces the capital of the person who produces that 
surplus, and as effectually enables him to continue 
his business ; the service by which the capital of a 
wholesale merchant chiefly contributes to support 
the productive labour, and. to augment the value 
of the annual produce of the society to which he 
belongs^ 

It is of more consequence that the capital of the 
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manofactuier shoald reside within the countvy. It 
necessarily puts into mcvtion a greater quantity of 
productive labour, and adds a «rreater value to the 
annual produce of the land and labour of the society. 
It may, however, be very useful to the country, 
though it should not reside within it. Tlie capitals 
of the British manufacturers who work up the flax 
and hemp annually imported from the coasts of the 
Baltic, are surely very useful to the countries which 
produce them. Those materials are a part of the 
surplus produce of those countries which, unless it 
was annually exchanged for something which is in 
demand there, would be of no value, and wonld 
soon cease to be produced. The merchants who ex- 
port it, replace the capitals of the people who pro- 
duce it, and thereby encourage them to continue 
the production ; and the British manufacturers re- 
place the capitals of those merchants. 

A particular country, in the same manner as a 
particular person, may frequently not have capital 
sufficient both to improve and cultivate all its lands, 
to manufacture and prepare their whole rude pro- 
duce for immediate use and consumption, and to 
transport the surplus part either of the rude or 
manufactured produce to those distant markets 
where it can be exchanged for something for which 
there is a demand at home. The inhabitants of 
many different parts of Great Britain have not 
capital sufficient to improve and cultivate all their 
lands. The wool of the southern counties of Scot- 
land is, a great part of it, after a long land carriage 
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through very bad roads, manufactured in York« 
shire, for want of a capital to manufacture it at 
home. There are many little manufacturing towns 
in Great Britain, of which the inhabitants have not 
capital sufficient to transport the produce of their 
own industry to those distant markets where there 
is demand and consumption for it. If. there are any 
merchants among them, they are properly only the 
agents of wealthier merchants, who reside in some 
of the greater commercial cities. 

When the capital of any country is not sufficient 
for all those three purposes, in proportion as a 
greater share of it is employed in agriculture, the 
greater will be the quantity of productive labour 
which it puts into motion within the country; as 
will likewise be the value which its employment adds 
to the annual produce of the land and labour of the 
society. After agriculture, the capital employed in 
manufactures puts into motion the greatest quantity 
of productive labour, and adds the greatest value to 
the annual produce. That which is employed in the 
trade of exportation, has the least effect of any of 
the three. 

The country, indeed, which has not. capital suffi- 
cient for all those three purposes, has not arrived at 
that degree of opulence for which it seems naturally 
destined. To attempt, however, prematurely, and 
with an insufficient capital, to do all the three, is cer- 
tainly not the shortest way for a society, no more 
than it would be for an individual, to acquire a suf- 
ficient one. The capital of all the individuals of a 
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nation, has its limits in the same manner as that of 
a single individual, and is capable of executing only 
certain purposes. The capital of all the individnaJs 
of a nation is increased in the same manner as that 
of a single individual, by their continually accumu- 
lating and adding to it whatever they save out of 
their revenue. It is likely to increase the fastest, 
therefore, vrhen it is employed in the vray that afibrds 
the greatest revenue to all the inhalntants of the 
country, as they will thus be enabled to make the 
greatest savings. But the revenue of all the inha- 
bitants of the country is necessarily in proporticm 
to the value of the annual produce of their land and 
labour. 

It has been the principal cause of the rapid pro- 
gress of our American colonies towards wealth and 
greatness, that almost their whole capitals have 
hitherto been employed in agriculture. They have 
no manufactures, those household and coarser manu- 
factures excepted which necessarily accompany the 
progress of agriculture, and which are the work of 
the women and children in every private family. 
The greater part both of the exportation and coast- 
ing trade of America, is carried on by the capitals 
of merchants who reside in Great Britain. Even 
the stores and warehouses from which goods are re- 
tailed in some provinces, particularly in Virginia 
and Maryland, belong many of them to merchants 
who reside in the mother country, and afford one of 
the few instances of the retail trade of a society being 
carried on by the capitals of those who are not resi- 
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dent members of it. Were the Americans, either by 
combination or by any other sort of violence, to stop 
the importation of European manufactures, and, by 
thus giving a monopoly to such of their own coun- 
trymen as could manufacture the like goods, divert 
any considerable part of their capital into this em- 
ployment, they would retard instead of accelerating 
the further increase in the value of their annual 
produce, and would obstruct instead of promoting 
the progress of their country towards real wealth 
and greatness. This would be still more the case, 
were they to attempt, in the same manner, to 
monopolize to themselves their whole exportation 
trade. 

The course of human prosperity, indeed, seems 
scarce ever to have been of so long continuance as 
to enable any great country to acquire capital suffi- 
cient for all those three purposes ; unless, perhaps, 
we give credit to the wonderful accounts of the 
wealth and cultivation of China, of those of ancient 
Egypt and of the ancient state of Indostan. Even 
those three countries, the wealthiest, according to 
all accounts, that ever were in the world, are chiefly 
renowned for their superiority in agriculture and 
manufactures. They do not appear to have been 
eminent for foreign trade. The ancient Egyptians 
had a superstitious antipathy to the sea ; a supersti- 
tion nearly of the same kind prevails among the 
Indians; and the Chinese have never excelled in 
foreign commerce. The greater part of the surplus 
produce of all those three countries seems to have 
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been always exported by foreigners, who ^ave ia ex- 
change for it something else for which they found a 
ciemand there, frequently gold and silver. 

It is thus that the same capital will in any coun- 
try put into moiion a greater or smaller quantity of 
productive labour, and add a greater or smaller 
value to the annual produce of its land and labour, 
according to the different proportions in which it is 
employed in agriculture, manufactures, and whole- 
sale trade. The difference too is very great, ac- 
cording to the different sorts of wholesale trade in 
which any part of it is employed. 

All wholesale trade, all buying in order to sell 
again by wholesale, may be reduced to three different 
sorts. The home trade, the foreign trade of con- 
sumption, and the carrying trade. The home trade 
is employed in purchasing in one part of the same 
country, and selling in another, the produce of the 
industry of that country. It comprehends both the 
inland and the coasting trade. The foreign trade <^ 
consumption is employed in purchasing foreign goods 
for home consumption. The carrying trade is em- 
ployed in transacting the commerce of foreign coun- 
tries, or in carrying the surplus produce of one to 
another. 

The capital which is employed in purchasing in 
one part of the country, in order to sell in another, 
the produce of the industry of that country, gene- 
rally replaces by every such operation two distinct 
capitals that had both been employed in the agricul- 
ture or manufactures of that country, and- thereby 
enables them to continue that employment. When 
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it sends out from the residence of the merchant 
a certain value of commodities, it generally brings 
back in return at least an equal value of other com- 
modities. When both are the produce of domestic 
industry, it necessarily replaces by every such ope- 
ration two distinct capitals, which had both been 
employed in supporting productive labour, and 
thereby enables them to continue that support. The 
capital whieh sends Scotch manufactures to London, 
and brings back English com and manufactures to 
Edinburgh, necessarily replaces, by every such ope- 
ration, two British capitals which had both been 
employed in the agriculture or manufactures of 
Great Britain. 

The capital employed in purchasing foreign good» 
for home-consumption, when this purchase is made 
with the produce of domestic industry, replaces too, 
by every such operation, two distinct capitals : but 
one of them only is employed in supporting domes- 
tic industry. The capital which sends British goods 
to Portugal, and brings back Portuguese goods to 
Great Britain, replaces by every such operation only 
one British capital. The other is a Portuguese one. 
Though the returns, therefore, of the foreign trade 
of consumption should be as quick as those of the 
home-trade, the capital employed in it will give but 
one half the encouragement to the industiy or pl^o- 
ductive labour of the country. 

But the returns of the foreign trade of consump- 
tion are very seldom so quick as those of the home- 
trade. The returns of the home-trade generally 
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come in before the end of the year,- and sometimes 
three or four times in the year. The retumi^ of the 
foreign trade of consumption seldom come in before 
the end of the year, and sometimes not till after two 
or three years. A capital, therefore, employed in 
the home-trade will sometimes make twelve opera^ 
tlons, or be sent out and returned twelve times, 
before a capital employed in the foreign trade of 
consumption has made one. If the capitals are 
equal, therefore, the one will give four and twenty 
times more encouragement and support to the in- 
dustry of the country than the other. 

The foreign goods for home consumption may 
sometimes be purchased, not with the produce of 
domestic industry, but with some other foreign 
goods. These last, however, must have been pur- 
chased either immediately with the produce of do- 
mestic industry, or with something else that had 
been purchased with it ; for, the case of war and 
conquest excepted, foreign goods can never be ac- 
quired, but in exchange for something that had been 
produced at home, either immediately, or after two 
or more different exchanges. The effects, therefore, 
of a capital employed in such a round-about foreign 
trade of consumption, are, in every respect, the same 
as those of one employed in the most direct trade of 
the same kind, except that the final returns are 
likely to be still more distant, as they must depend 
upon the returns of two or three distinct foreign 
trades. If the hemp and flax of Riga are purchased 
with the tobacco of Virginia, which had been pur- 
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chased with British manufactures, the merchant 
must wait for the returns of two distinct foreign 
trades hefcnre he can employ the same capital in re- 
purchasing a like quantity of British manufactures. 
If the tohacco of Virginia had heen purchased, not 
with British manufactures, hut with the sugar and 
rum of Jamaica which had been purchased with 
those manufactures, he must wait for the returns of 
three. If those two or three distinct foreign trades 
should happen to be carried on by two or three dis- 
tinct merchants, of whom the second buys the goods 
imported by the first, and the third buys those im- 
ported by the second, in order to export them again, 
each merchant indeed will in this case receive the 
returns of his own capital more quickly ; but the 
final returns of the whole capital employed in the 
trade will be just as slow as ever.- Whether the 
whole capital employed in such a round-about trade 
belong to one merchant or to three, can make no 
difference with regard to the country, though it may 
with regard to the particular merchants. Three 
times a greater capital must in both cases be em'* 
ployed, in order to exchange a certain value of Bri- 
tish manufactures for a certain quantity of flax and 
hemp, than would have been necessary, had the ma- 
nufactures and the flax and hemp been directly ex-* 
changed for one another. The whole capital em- 
ployed, therefore, in such a round-about foreign 
trade of consumption, will generally give less en- 
couragement and support to the productive labour of 
the country, than an equal capital employed in a 
mor^ direct trade of the same kind. 
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Whatever be the forei^ commodity with wbich 
the foreign goods for home consumptioQ are pur- 
chasedy it can occasion no essential difference either 
in the nature of the trade, or in the enGonrageinent 
and support which it can give to the productive 
labour of the country from which it is carried on. 
If they are purchased with the gold of Braaul, for 
example, or with the silver of Peru, this gdkd and 
tthrer, like the tobacco of Virginia, must have been 
purchased with something that either was the pro- 
duce of the industry of the country, or that had been 
purchased with something else that was so. So fars 
tberefbve, as the productive labour of Ihe country is 
concerned, the foreign trade of consumption whieh 
Is carried on by means of gold and silver, has all the 
advantages and all the inconveniencies of any other 
equally round-about foreign trade of consumption, 
and will replace just as fast or just aa slow the eapi- 
tal which is immediately employed in supporting 
that produetive labour. It seems even to have one 
advantagre over any other equally roundsihout fo- 
reign trade. The transportation of those m^als 
from one place to another, on account of their aniall 
hulk and great value, is less expensive than that of 
almost any other foreign goods of equal value. Their 
freight is much less, and their insurance not greater ; 
and no goods, besides, are less liable to suffer by the 
earriage. An equal quantity of foreign goods, them* 
fore, may frequently be purchased with a smaller 
quantity of the produce of domestic industry, by the 
hitervention of gold and silver, than by that of aay 
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other foreign goods. The demand of the country 
may frequently, in this manner, he supplied more 
completely and at a smaller expense than in any 
other. Whether, hy the continual exportation of 
those metals, a trade of this kind is likely to impo- 
verish the country from which it is carried on, in 
any other way, I shall have occasion to examine at 
great length hereafter. 

That part of the capital of any country which is 
employed in the carrying trade, is altogether with- 
drawn from supporting the productive labour of that 
particular country, to support that of some foreign 
countries. Though it may replace by every opera- 
tion two distinct capitals, yet neither of them be- 
longs to that particular country. The capital of the 
Dutch merchant, which carries the corn of Poland 
to Portugal, and brings back the fruits and wines 
of Portugal to Poland, replaces by every such opera- 
tion two capitals, neither of which had been etw- 
ployed in supporting the productive labour of Hol- 
land ; but one of them in supporting that of Poland, 
and the other that of Portugal. The profits only 
return regularly to Holland, and constitute the 
whole addition which this trade necessarily makes 
to the annual produce of the land and labour of 
that country. When, indeed, the carrying trade of 
any particular country is carried on with the ships 
and sailors of that country, that part of the capital 
employed in it which pays the freight, is distributed 
among, and puts into motion, a certain number of 
productive labourers of that country. Almost all 
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nati(Hi8 that have had any considerable share of the 
carrying trade have, in fact, carried it on in this 
manner. The trade itself has probably derived its 
name from it, the people of such countries being 
the carriers to other countries. It does not, bow- 
ever, seem essential to the nature of the trade that 
it should be so. A Dutch merchant may, for ex- 
ample, employ his capital in transacting the com- 
merce of Poland and Portugal, by carrying part of 
the surplus produce of the one to the other, not in 
Dutch, but in British bottoms. It may be pre- 
sumed, that he actually does so upon some particu- 
lar occasions. It is upon this account, however, 
that the carrying trade has been supposed peculiarly 
advantageous to such a country as Great Britain, 
of which the defence and security depend upon the 
number of its sailors and shipping. But the same 
capital may employ as many sailors and shipping 
either in the foreign trade of consumption, or even 
in the home-trade, when carried on by coasting 
vessels, as it could in the carrying trade. The 
number of sailors and shipping which any particu- 
lar capital can employ, does not depend upon the 
nature of the trade, but partly upon the bulk of the 
goods in proportion to their value, and partly upon 
^e distance of the ports between which they are to 
be carried ; chiefly upon the former of those two 
circumstances. The coal-trade ftom Newcastle to 
London, for example, employs more shipping than 
all the carrying trade of England, though the ports 
are at no great distance. To force, therefore, by 
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extraordinary encouragements, a larger share of 
the capital of any country into the carrying trade, 
than what would naturally go to it, will not always 
necessarily increase the shipping of that country. 

The capital, therefore, employed in the home- 
trade of any country will generally give encourage- 
ment and support to a greater quantity of produc- 
tive labour in that country, and increase the value 
of its annual produce more than an equal capital 
employed in the foreign trade of consumption : and 
the capital employed in this latter trade has in both 
these respects a still greater advantage over an 
equal capital employed in the carrying trade. The 
riches, and, so far as power depends upon riches, 
the power of every country, must always be in pro- 
portion to the value of its annual produce, the fund 
from which all taxes must ultimately be paid. But 
the great object of the political economy of every 
country, is to increase the riches and power of that 
country. It ought, therefore, to give no preference 
nor superior encouragement to the foreign trade of 
consumption above the home-trade, nor to the carry- 
ing trade above either of the other two. It ought 
neither to force nor to allure into either of those 
two channels, a greater share of the capital of the 
country than what would naturally flow into them 
of its own accord. 

Each of those different branches of trade, how- 
ever, is not only advantageous, but necessary and 
unavoidable, when the course of things, without any 
constraint or violence, naturally introduces it. 
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When the produce of any particular branch of in* 
dustry exceeds what the demand of the country re- 
quires, the surplus must be sent abroad, and ex- 
changed for something for which there is a demand 
at home. Without such exportation, a part of the 
productive labour of the country must cease, and 
the value of its annual produce diminish. The land 
and labour of Great Britain produce generally more 
com, woollens, and hardware, than the demand of 
the home-market requires. The surplus part of 
them, therefore, must be sent abroad, and exchanged 
for something for which there is a demand at home. 
It is only by means of such exportation, that this 
surplus can acquire a value sufficient to compensate 
the labour and expense of producing it. The neigh- 
bourhood of the sea coast, and the banks of all 
navigable rivers, are advantageous situations for in- 
dustry, only because they facilitate the exportation 
and exchange of such surplus produce for something* 
else which is more in demand there. 

When the foreign goods which are thus purchased 
with the surplus produce of domestic industry exceed 
the demand of the home-market, the surplus part of 
them must be sent abroad again, and exchanged for 
something more in demand at home. About ninety- 
six thousand hogsheads of tobacco are annually pur- 
chased in Virginia and Maryland, with a part of the 
surplus produce of British industry. But the de- 
mand of Great Britain does not require, perhaps, 
more than fourteen thousand. If the remaining 
eighty-two thousand, therefore, could not be sent 
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abroad and exchanged for something more in de- 
mand at home, the importation of them must cease 
immediately, and with it the productive labour of 
all those inhabitants of Great Britain, who are at 
present employed in preparing the goods with which 
these eighty-two thousand hogsheads are annually 
purchased. Those goods, which are part of the 
produce of the land and labour of Great Britain, 
having no market at home, and being deprived of 
that which they had abroad, must cease to be pro- 
duced. The most round-about foreign! trade of con- 
sumption, therefore, may, upon some occasions, be 
as necessary for supporting the productive labour 
of the country, and the value of its annual produce, 
as the most direct. 

When the capital stock of any country is increased 
to such a degree, that it cannot be all employed in 
supplying the consumpticm, and supporting the pro- 
ductive labour of that particular country, the sur- 
plus part of it naturally disgorges itself into the 
carrying trade, and is employed in performing the 
same offices to other countries. The carrying trade 
is the natural effect and symptom of great national 
wealth; but it does not seem to be the natural 
cause of it. Those statesmen who have been dis- 
posed to favour it with particular encouragements, 
seem to have mistaken the effect and symptom for 
the cause. Holland, in proportion to the extent of 
the land and the number of its inhabitants, by far 
the richest country in Europe, has, accordingly, the 
greatest share of the cfirrying trade of Europe. 

VOL. II. 2 s 
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England, perhaps the second richest of Europe, is 
likewise supposed to have a considerable share of it; 
though what commonly passes for the carrying trade 
of England, will frequently, perhaps, be found to 
be no more than a round-about foreign trade of con- 
sumption. Such are, in a great measure, the trades 
which carry the goods of the East and West Indies, 
and of America, to different European markets. 
Those goods are generally purchased either imme- 
diately with the produce of British industry, or with 
something else which had been purchased with that 
produce, and the final returns of those trades are 
generally used or consumed in Great Britain. The 
trade which is carried on in British bottoms between 
the different ports of the Mediterranean, and some 
trade of the same kind carried on by British mei^ 
chants between the different ports of India, make, 
perhaps, the principal branches of what is properly 
the carrying trade of Great Britain. 

The extent of the home-trade, and of the capital 
which can be employed in it, is necessarily limited 
by the value of the surplus produce of all those 
distant places within the country which have occa- 
sion to exchange their respective productions with 
one another. That of the foreign trade of con- 
sumption, by the value of the surplus produce of 
the whole country and of what can be purchased 
with it. That of the carrying trade, by the value 
of the surplus produce of all the different countries 
in the world. Its possible extent, therefore, is in a 
manner infinite in comparison of that of the other 
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two, and is capable of absorbiag the greatest 
capitals. 

The consideration of his own private profit, is the 
sole motive which determines the owner of any ca- 
pital to employ it either in agriculture, in manufac- 
tures, or in some particular branch of the wholesale 
or retail trade. The different quantities of produc- 
tive labour which it may put into motion, and the 
different values which it may add to the annual 
produce of the land and labour of the society, ac- 
cording as it is employed in one or other of those 
different ways, never enter into his thoughts. In 
countries, therefore, where agriculture is the most 
profitable of all employments, and farming and im- 
proving the most direct roads to a splendid fortune, 
the capitals of individuals will naturally be employed 
in the manner most advantageous to the whole so- 
ciety. The profits of agriculture, however, seem to 
have no superiority over those of other employments 
in any part of Europe. Projectors, indeed, in every 
corner of it, have within these few years amused the 
public with most magnificent accounts of tl^e pro- 
fits to be made by the cultivation and improvement 
of land. Without entering into any particular dis- 
cussion of their calculations, a very simple observa- 
tion may satisfy us that the result of them must be 
false. We see every day the most splendid fortunes 
that have been acquired in the course of a single 
life by trade and manufactures, frequently from a 
very small capital, sometimes from no capital. A 
single instance of mich a fortune acquired by agri- 
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culture in the sam^ time, and from such a capital, 
has not, perhaps, occurred in Europe during the 
course of the present century. In all the great 
countries of Europe, however, much good land still 
remains uncultivated, and the greater part of what 
is cultivated, is far from heing improved to the de- 
gree of which it is capable. Agriculture, therefore, 
is almost everywhere capable of absorbing a much 
greater capital than has ever yet been employed in 
it. What circumstances in the policy of Europe 
have given the trades which are carried on in towns 
so great an advantage over that which is earned on 
in the country, that private persons frequently find 
it more for their advantage to employ their capitals 
in the most distant carrying trades of Asia and 
America, than in the improvement and cultivation 
of the most fertile fields in their own neighbou^ 
hood, I shall endeavour to explain at full length in 
the two following books. 
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NOTE 
On Chapter V., Book II. 



Adam Smith separates the different employments of 
capital into four classes ; and one of those classes 
he again subdivides into three, making altogether 
seven ranks, which he places in a sort of scale of 
merit, with the raising of raw produce at the top, 
and the carrying trade at the bottom. 

The different degree of merit assigned to each of 
these seven modes of employing capital, is most 
vaguely expressed. This or that employment of 
capital is said to ** put in motion a greater quantity 
. of productive labour" than another, and to add 
more than another to *' the value of the annual pro- 
duce of the land and labour of the country." What 
is the meaning of these terms ? Their author would 
probably have been at a loss to tell. But probably 
also, if he had sought to express his meaning with 
more precision, he would have discovered that, in 
truth, there is no reason for supposing that any one 
mode of employing capital is, in any way, more ad- 
vantageous than any other. The farmer's capital 
raises wheat; the corn-dealer's capital takes the 
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wheat to market ; the capitals of the miller and the 
haker convert the wheat into bread ; and a part of 
the baker's capital is employed in distributing the 
bread to consumers. Here we have the raising of 
raw produce, manufacture, wholesale trade, and 
retail trftde. " Each "^of these four methods of 
employing a capital," says Adam Smith, ** is essen- 
tially necessary, either to the existence or extension 
of the other three, or to the general conveniency of 
the society." But if each mode be essentially neces- 
sary to the existence or extension of the other three, 
as is obviously the case, how can we assign to any 
one mode a rank superior to that of any other ? The 
end, the terminus ad quem^ as Dr. Chalmers would 
say, of every employment of capital being consump- 
tion, all employments of capital which are " essen- 
tially necessary" to the consumption of any commo- 
dity, must be equally advantageous. For our daily 
bread, we are not more indebted to the farmer, 
than to the corn-dealer, the miller, or the baker. 
Adam Smith's view of this subject, therefore, seems 
to be, so far as we can discover his meaning, alto- 
gether erroneous. 

At the same time, it must be allowed that the 
erroneous doctrine which it is the object of this 
chapter to maintain, suggests inquiries of the 
greatest interest. 

If that part of a nation's capital, which is em- 
ployed in raising necessaries, did not produce a sur- 
plus over ^nd above what replaces the capital so 
employed, there could be no demand for the produce 
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of capital in any other employoient. It is the sur- 
plus produce of agrfcultural capital alone which 
gives occasion to the employment of capitals in 
wholesale trade, manufactures, retail trade, the home 
trade, the foreign trade of consumption, and the 
carrying trade. Nay more, the whole of the capitals 
employed in all those different ways must have heen 
formed out of the surplus produce of agricultural 
capital. Not only therefore does agricultural capi- 
tal put in motion more labour than capital not em- 
ployed in agriculture, but it puts in motion all 
labour whatsoever. 

It was sovfke idea of this principle, we may sup- 
pose, which led Adam Smith to assign the highest 
rank to the employment of raising raw produce. 
But if there are six modes of employing capital, 
which wholly depend on the employment of capital 
in agriculture, so the productiveness of agricultural 
capital closely depends on those other employments. 
The agriculturists would have no motive for raising 
a surplus produce, if they had no view to the ex- 
change of that surplus for the produce of capitals 
otherwise employed. This principle is admirably 
elucidated in the sixth chapter of the next Book, 
where we learn " how the commerce of towns con- 
tributed to the improvement of the country." The 
power of exchanging is in proportion to the variety 
of the employments to which capital and" labour are 
directed : the division of employments, nay, industry 
itself, is limited by the power of exchanging ; whence 
it follows, that the raising of a surplus agricultural 
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produce, the existence of a revenue for expetiditure, 
is as much dependent on the other employments of 
capital, as those other employments are dependent 
on agriculture. 

■ Which mode of employing capital puts in motion 
the greatest quantity of labour, is a question not 
worth inquiring into, except for the purpose of cor- 
recting an error in the text. Adam Smith seems to 
imagine that a society is wealthy and prosperous, 
according to the proportion which its agricultural 
capital bears to its other capitals. " It has been ths 
principal cause," he says, " of the rapid progress of 
our American colonies towards wealth and greatness, 
that almost their whole capitals have been employed 
in agriculture." So that if, not almost the whole, 
but the whole absolutely, of a nation's capital were 
employed in agriculture, that nation would be pre- 
eminently wealthy. Poland then, and Russia, and 
Spain, and Portugal, where four-fifths of the people, 
at least, are employed in agriculture^ should abound 
in wealth. Whereas the fact is, that the poorest 
nations are precisely those whose agricultural capital 
bears the largest proportion to their other capitals, 
or whose manufacturing and trading capitals bear 
the smallest proportion to their agricultural capitals. 
This is the general rule, to which some colonies have 
formed the exception. What have been the causes 
of the«rapid progress of some few colonies towards 
wealth and greatness, will be fully examined into 
hereafter. 
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Under this head of the different employments of 
capital, I am temptbd to ask by what means it hap- 
pens, that, in countries where capital is superabun* 
dant, agricultural capital may be employed continu- 
ally with loss, instead of profit to its owners ? Poli- 
tical economy, as at present understood, furnishes no 
answer to this question. Yet the fact is not open to 
question. It was a common complaint amongst the 
Dutch about a century back, that large capitals 
were sunk, that is, gradually consumed without re- 
production, in the fisheries. So, now in England, 
farmers complain that they pay rent out of their ca- 
pital. We see farmer after farmer ruined by the 
occupation of the same farm { and yet there is no 
lack of farmers to bid against each other for the oc- 
cupation of a farm which has ruined the last tenant. 
Though one man loses his capital, another brings 
forward a fresh supply. Most economists would tell 
us that this is impossible. . Adam Smith, however, 
says, that when capital is superabundant, " it natu- 
rally disgorges itself into ^he carrying trade." But 
a farmer whose rooted habits forbid him to engage 
in any other occupation than farming, cannot become 
a merchant. Besides, all other employments, as well 
as th^t of 'farming, may be gorged with capital, as 
seems to be the case in this country at present. What 
then must be done by the farmer ? Instead of em- 
ploying as capital the stock which he possesses, he 
may expend it as revenue. But to do this delibe- 
rately would shock his notions of prudence : besides, 
he expects a change for the better, ^e therefore 
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employs his 'stock as capital. But as capital, to use 
an expression of Dr. Chalmers, it '' cannot stand," 
because the whole quantity of capital employed in 
farming exceeds the field for its employment. What 
becomes of that portion which '' cannot stand as 
capital"? It seems to be expended as revenue; 
not indeed by the farmer, but in part by his land- 
lord, who, through the competition. of farmers, ob- 
tains a higher rent, than the farmer could pay if his 
capital were every year replaced ; and in part by the 
consumer, who obtains farm produce at a lower 
price, than it should fetch in order to replace the 
farmer's capital. This conversion, against the farm- 
er's will, of a part, or by degrees perhaps, of the 
whole of his capital into revenue, may still be insuf- 
ficient to cause a different proportion between agri- 
cultural capital and the field for its employment ; 
because while the actual race of farmers are losing, 
other persons may be saving as much, (Jr more, 
which shall from time to time be employed in agri- 
culture. Thus the race of farmers may, through 
successive generations, be mere unconscious instru- 
ments of that expenditure by which, says Dr. Chal- 
mers, capital is kept within the limit of investment. 

END OF VOL. II. 
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